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PROFESSOR MEADE ON PLANNING 
I 

The appearance of yet another book 1 * * * about planning in- 
evitably provokes the question whether its authoritative and 
distinguished author is “ for ” or “ against.” Those whose 
political sympathies are “ against ” might on a superficial reading 
be inclined to claim Mr. Meade as an ally. But they would do 
well to be warned by the title page, on which is inscribed, as a sub- 
title, the words “ The Liberal-Socialist Solution.” Professor 
Meade is a great believer in the eternal verities which lie behind the 
liberal economics. His belief in them is, however, associated with 
a determination to unravel the conditions under which the teach- 
ings of liberal economics can be justified. It follows, therefore, 
that Professor Meade has frequently to admit, implicitly if not 
always explicitly, that liberal principles may often have to give 
way to socialist principles. And when such admission is explicit, 
as it frequently is, it is quite ungrudging. When it comes to the 
point, Professor Meade takes little heed of such considerations as, 
late in his life, influenced Marshall, to whom “ no socialistic 
scheme, yet advanced, seems to make adequate provision for the 
maintenance of high enterprise, and individual strength of 
character.” 8 Having stated, it is true, that “ the essential 
problem of socialization ” is “ to replace the profit motive in such 
a way that there is a drive for the utmost efficiency and progress in 
the industry,” Professor Meade goes on quite unblushingly to say 
that “ it is difficult ... to accept the view that the iron and steel 
industry or the chomical industry — to take but two examples — 
should long escape socialization, if they form close monopolies 
and maintain that their monopoly organization is necessary 
because it provides important technical economies of production ” 
(p. 68). 

1 Planning and the Price Mechanism , by J. E. Meade (George Allen and 

Unwin, Ltd., 1948. Pp. xiv -f- 130. 8 $. 

1 Industry and Trade , p. viii. 
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In discussing in his Preface whether or not he is a “ planner,” 
Professor Meade takes up his position as follows : 

If a planner necessarily believes in a quantitive pro- 
gramme of output, employment and sales for particular 
industries, occupations and markets and the exercise of such 
direct controls by the State as are necessary to carry this out, 
I am certainly no planner. If an anti-planner necessarily 
denies that the State should so influence the working of the 
price mechanism that certain major objectives of full employ- 
ment, stability, equity, freedom and the like are achieved, 
then I am a planner. 

The book is largely devoted to a discussion of how these objectives 
should be achieved. 

Professor Meade’s pen flows with customary ease. He belongs 
to that small band of economists who can attack simultaneously at 
two different levels, and attack with success. The layman and the 
elementary student are not put off by any heavy-handed attempts 
to explain economic jargon, but the serious economist can trans- 
late at once, into the technical language which the author eschews, 
the subtleties and refinements which are indicated for the benefit of 
the sophisticated. This facility has its dangers. The argument 
flows so smoothly, and the end of the slender volume is reached 
with so little fuss, that the reader is in danger of overlooking the 
provisos on which the main argument depends. To a careful 
reader, however, the book might appear as an exposition of the 
circumstances under which “ direct control ” by the State is 
justified, and not only as a study of means of avoiding such 
circumstances. It may be helpful to review Professor Meade’s 
argument from this other point of view, somewhat alien though it 
may be to his philosophy. 


II 

The “ middle way,” writes Professor Meade : 

which — for reasons which will I hope become clear — I have 
called the Liberal-Socialist Solution, must proceed by making 
full use of the money and pricing systems, but so controlling 
those systems that three fundamental conditions are ful- 
filled : first, that the total monetary demand for goods and 
services is neither too great nor too small in relation to the 
total supply of goods and services that can be made available 
for purchase ; secondly, that there is a tolerably equitable 
distribution of money income and property so that no 
individual oan command more than his fair share of the 
community’s resources ; and thirdly, that no private person 
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or body of persons should be allowed to remain uncontrolled 
in a sufficiently powerful position to rig the market for his 
own selfish ends (p. 11). 

I proceed now to consider to what extent in practice Professor 
Meade’s conditions are likely to be fulfilled (they must all be ful- 
filled to satisfy the argument), and in doing so it will be convenient 
if I may subdivide them, alter their order, and add one or 
two additional ones which Professor Meade indicates in later 
passages. 

(1) “An essential condition for the proper working of the 
money and pricing system is that there should be a tolerably fair 
distribution of money income and property.” The italics are 
mine, as also in the quotation : “if the distribution of income and 
property is reasonably equitable, the price offered by one consumer 
can be taken to be of equal importance to the price offered by 
another.” 4 4 Otherwise the money and pricing system is like an 
efficient and secure election machinery with the freedom ensured 
by secret ballot — but one where some people are given a thousand 
votes, and others only one vote, to cast.” So far so good. But I 
do not think that it takes us very far. Apart from being told that 
“ this is essentially a matter for compromise,” we are left com- 
pletely in the dark as to what is, and is not, tolerable and what is, 
and is not, reasonable ; and what we are to do if what is only just 
tolerable to the rich seems less than reasonable to the poor. Nor 
does Professor Meade seem to realise that it is not really a question 
at all what is reasonable or tolerable, but whether, in any given or 
attainable situation, the significance of a pound to a rich man is or 
is not substantially different from what it is to a poor man. It 
might be intolerable, and perhaps inequitable, to make the distri- 
bution of income more equal by methods that do not involve direct 
Government control. And a greater degree of equality could 
perhaps be achieved, in the absence of direct Government control, 
only at the expense of an absolute lowering of the standard of 
living of the poor. But the fact that it is not feasible or expedient 
to carry redistribution of income beyond a certain point does not 
entitle us to argue as though at that point incomes were equally 
distributed. It is a serious failure on Professor Meade’s part to 
have tacitly accepted the customary argument that we are free to 
ignore the difference between the value of money to the rich and 
the poor provided that we can maintain that it would be un- 
reasonable or unwise to attempt to narrow the gulf by customary 
methods. What is at issue is how wide the gap would still be 
after Professor Meade had had his way. And it is clear enough 
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that perforoe the gap would still be wide. If this is true the money 
and prioing system would still be an election machinery where 
some people are given more votes than others, and Professor 
Meade’s analysis breaks down on a fundamental point — unless it 
can be maintained that greater equality brought about by methods 
involving direct Government control was equally intolerable, 
inequitable or inexpedient. 

Actually the issue which usually presents itself is not whether 
the introduction of direct Government control might reduce 
inequality but whether its abolition would not accentuate in- 
equality. Professor Meade is himself properly cautious when he 
considers (in the course of a short Preface) what immediate 
action he would advocate. It is petrol rationing rather than 
clothes rationing or food rationing that he would get rid of. But in 
case anybody, accepting Professor Meade’s general thesis, was bold 
enough to advocate the abolition of rationing of clothing and food 
he would, to accord with Professor Meade’s principles, first have to 
demonstrate how the resulting increase in inequality of incomes 
was to be overcome. 

(2) Unsatisfactory also, though in a different sense, is the 
discussion by Professor Meade of what it is desirable to do to 
improve the distribution of income. The chapter devoted to this 
subject is punctuated by a series of question marks, and the 
questions are not rhetorical. The difficulty is, of course, inherent 
in the subject, the problem, which Professor Meade discusses, 
being the intractable one of the effect of taxation on incentive. 
Lady Rhys Williams’ fascinating system for rationalising our tax 
system is given high marks. “ But it raises serious issues in the 
matter of economic incentives. . . . Could the scheme with modi- 
fications be made workable ? Certainly it deserves the most 
careful and serious examination ” (p. 46). 

Professor Meade’s proposal for dealing with inheritance will 
not endear itself to all opponents of planning. He suggests a 
scheme under which, in the place of death duties, 44 an upper 
limit would be imposed on the amount of property which any 
individual would be permitted to receive in his life-time either by 
way of inheritance or gift. . . . There would be a number of 
formidable administrative problems to be overcome. . . . But 
are they insuperable? ” (p. 48). 

And then the capital levy, of which there is an interesting 
discussion. Professor Meade can certainly not be described as 
hostile. But he admits that 44 the difficulties are of, course, very 
great. Are they worth facing ? ” (p. 55). One wishes that 
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Professor Meade would answer his own questions — if he does not 
know the answers who does (this is a rhetorical question) ? 

(3) When he comes to the subject of monopoly Professor 
Meade abandons the use of the mark of interrogation, and the 
“ anti-planners ” who hope for his support are left in little doubt 
as to the nature of the company which they are keeping. He is 
only really happy “ where there are many competing producers 
each producing a small proportion of the total supply of a fairly 
standardized product, and each employing a small proportion of a 
fairly homogeneous type of labour. ... In the private enterprise 
sectors of the economy, producers should be mado to compete. . . . 
Much institutional and legal reform is needed for this purpose ” 
(p. 57). In revising the law of restraint of trade, Professor Meade 
would disallow, or severely discourage, “ agreements between 
producers and retailers that the retailer should not resell the 
product at loss than a stated price ” — the whole problem of resale 
price maintenance is disposed of in a footnote (p. 59) ! Whether 
Professor Meade w r ould advocate the nationalisation of any 
industry or trade in w T hich restrictive practices persisted he does 
not say, but to be consistent he should. 

There is no doubt about his attitude in cases in which monopoly 
“ is not merely inevitable ” but “ is desirable if the maximum 
wealth is to be produced.” He is thinking here not only of public 
utilities : “In some branches of the iron and steel industry there 
is not room for more than one or two plants of the most economic 
size. In coal mining whole coalfields should often be run as single 
production units.” Control in such cases (unless adequate 
competition can be ensured by subjecting the industry to the blast 
of foreign competition in the home market) 4 4 might take the form 
of fixing maximum prices. . . . This solution may in some cases 
bo the best available, but it is open to serious difficulties. ... To 
attempt to make private enterprise work fruitfully where there is 
of necessity a wide divergence between the profit motive and the 
service of the community is to chase a will-o’-the-wisp. Such 
industries should be socialized ” (p. 65), though in some cases 
“ there is no reason why competitive and socialized sectors of the 
same industry should not compete with one another ” (p. 67). 
Professor Meade does not stop to consider the enormous extent of 
the socialisation programme in which his argument results. Nor 
does he point out that in so far as socialisation has not in practice 
covered the whole field indicated by his criterions (whether the 
reason is that it is regarded as intolerable, unreasonable or in- 
expedient or that there has not so far been time), and price control 
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is impracticable or ineffective, his case against direct Government 
control, in this same field, once again breaks down. 

(4) On the other hand, Professor Meade admits that over a 
very much wider field action is required to secure that conditions 
are really competitive — indeed, wherever “ consumers have pre- 
ferences for the product of one particular producer rather than for 
that of another ” (p. 59). If the preferences are 44 rational,” 
44 the State must then determine whether the position is one of 
sufficient gravity to take the drastic measures of price control or 
socialization.” If the preferences are 44 irrational,” there is more 
hope for the survival of private enterprise ; for then the remedies 
are consumers’ education (“ a consumer’s advice service for some 
products might conceivably be run by the State ” and 44 some 
alteration in the law of libel ” would be called for) and discourage- 
ment of excessive advertising (Dr. Dalton’s abortive tax 44 would 
appear to be a neat and comprehensive way of imposing a general 
discouragement on excessive advertising ” — Professor Meade is 
presumably no lover of “ voluntaryism ”). But whether Pro- 
fessor Meade really thinks that by these two moans competition 
could in every relevant case be made reasonably perfoct is left 
obscure. The fact is that in any conceivable industrial society 
there is a wide field in which the individual producer will find 
himself unable to increase his individual sales without suffering 
a substantial sacrifice on his price or on expenditure on advertising 
and salesmanship. If this is the right criterion, as Professor Meade 
appears to think it is, the inference, which Professor Meade does 
not explicitly draw, must be a nationalisation programme going 
far beyond anything that is yet within sight in this country and 
meanwhile an extensive breakdown of Professor Meade’s case in 
favour of the free operation of the pricing process and against 
direct Government control. 

(5) Nor is it only in selling that competition must be reasonably 
perfect to satisfy Professor Meade — it must also be so in buying 
the factors of production. 4 * The profit motive will work to the 
benefit of society only if producers ” cannot exploit 4 4 labour (or 
other factors of production) by restricting the number of workers 
whom they employ and thereby depressing the wage-rate which 
they have to offer ” (p. 57). If the condition is put in this form 
its stringency is understated. What is equally necessary is that 
each individual producer should be able to secure more labour (or 
other factors of production) without having, in order to do so, 
substantially to raise the wage which he offers. With unemploy- 
ment, and an effective trade union, this will usually be the case. 
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But with labour at all scarce it will be very far from the case. A 
numerical example may throw light on the orders of magnitude 
involved. It is not unreasonable to suppose that in a “ com- 
petitive ” industry in which labour was rather scarce an individual 
employer would have to raise his wage by as much as 3J% in 
order to increase his labour force by 10% (even though a period 
of a year or two was in mind). If in another industry labour was 
abundant and an individual employer could increase his labour 
force without difficulty, paying the standard trade-union rates, 
there would, for this reason alone, be a difference between the 
marginal productivities of labour in the two industries of as much 
as 33 J%. The destruction involved to the doctrine of the free 
operation of the pricing system would be as serious as that caused 
by a trade union whoso restrictive practices enabled it to maintain 
wages at one-third above the normal level. It follows that there 
must be a significant amount of unemployment — widespread in 
character — if Professor Meade’s case against direct Government 
control is to be upheld. 

(G) Indeed, Professor Meade does have to postulate the 
maintenance of some unemployment to make his system of ideas 
work. But his reason is a different (though by no means neg- 
ligible) one. What Professor Meade is worried about is the danger 
of “ an inflationary upward movement of money wages, money 
costs, and money prices.” While “some 4% unemployment 
may well be the technical minimum to allow for the necessary 
turnover of jobs in a dynamic society,” compared with actual 
unemployment of 1|% to-day, a very much higher percentage of 
unemployment (by way of illustration, Professor Meade mentions 
the figure of 10%) may be required “ so to reduce the bargaining 
position of the Trade Unions that the general level of money wage- 
rates was not pushed up by more than the tolerable ” amount per 
annum, which Professor Meade suggests might be 2% (p. 71). 
It would then be a matter of choosing betweon deliberately in- 
flicting more than the necessary technical minimum of un- 
employment and suffering a continuous rise in money costs and 
prices at an excessive rate. To escape from this dilemma, Pro- 
fessor Meade enunciates his supply-demand principle for the 
labour market : 

If, however, the Trade Unions and other bodies concerned 
with wage-fixing accepted the supply-demand rule that the 
wage-rate (regardless of bargaining strength) should be raised 
only in those cases in which there was an excessive demand for 
labour and should be reduced in those cases in which there was 
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an excess of the supply of labour and some growth of un- 
employment, this tragic dilemma between choosing unemploy- 
ment or inflation would be avoided. 

Professor Meade hopes that, in getting the Trade Unions to swallow 
this principle, the adoption of the other measures which he 
advocates might help — “ taxation, social services and fiscal 
measures to ensure an equitable distribution of property,” the 
prevention of excess monopolistic profit margins “ by effective 
measures for the promotion of competition among producers, by 
price control, by the socialization of monopolistic industries, etc.” 
He relies also on the establishment of a “ nice balance ” between 
total demand and total supply, involving an excess of demand for 
labour in certain occupations and regions, and in others “ some 
tendency for supply to exceed demand ” carrying with it “ some 
tendency to unemployment and a reduction in wage-rates ” 
(p. 75). 

Professor Meade is not, however, very optimistic. If his 
supply-demand principle is not acceptable, then : 

Theoretically there are two solutions. The first is to 
promote as much competition as possible in the labour 
markot without reintroducing inequality of bargaining 
power. Employers would be prevented from combining to 
fix wage-rates and workers would be prevented from com- 
bining for the same purpose except into separate groups each 
of which included only workers employed by the same 
employer. The' second is for the State to intervene in the 
fixing of wage-rates. . . . Both these solutions present very 
obvious difficulties. 

And in his search for knowledge Professor Meade concludes his 
chapter with the inevitable question : “Is there any reasonably 
efficient compromise? ” (p. 75). 

What happens to the case for and against nationalisation of 
industry, and for and against the free operation of the pricing 
system without any direct Government control (apart apparently 
from possible control of wages), if none of Professor Meade’s rather 
fanciful suggestions prove acceptable, we are not told. 

(7) Professor Meade relies on his supply-demand principle 
also to secure a proper distribution of man-power. “ Appropriate 
wage differentials will deflect the demand for labour away from 
the occupations and localities of great scarcity of labour to those 
where labour is more plentiful. . . . Moreover, with appropriate 
wage differentials, labour will be induced to move from the 
occupations in which there is a surplus to the occupations in 



1949] 


PROFESSOR MEADE ON PLANNING 


9 


which there is a scarcity of labour/ 1 This is illustrated by con- 
sidering the remedy for a situation in which we might find our- 
selves “ shivering without any clothes in front of a dozen electric 
fires which cannot be turned on for want of coal to generate the 
electricity.” What is clearly wanted is more labour in producing 
clothes and coal and less in producing electric fires. If we are to 
use the price mechanism we must first 

restrict the total purchasing power of goods and services to 
match the total supply, and . . . take measures to ensure a 
tolerably fair distribution of such purchasing power. If coal 
and clothing were then still particularly scarce we could let 
their prices rise. . . . Wage-rates could then move upwards 
in coalmining and textiles relatively to light engineering. 
Is not this the background in which there is the best chance of 
Seducing labour to move where society most needs its 
effort ? (p. 73). 

This question is clearly meant to be rhetorical, but I should 
myself give the unwanted reply. The establishment of wage 
differentials seems to me a poor method of securing a movement 
of labour. I should contend that the motive of security is the 
dominant one in the minds of workers ; and the combination of 
unemployment in one industry with scarcity of labour in another 
would, I should have thought, be far more effective in driving 
labour from one to the other than any conceivable wage differ- 
ential, which will have the effect of reducing the amount of 
unemployment in tho one and of decreasing the number of 
unfilled vacancies in the other which the employment exchanges 
have to offer on their books. (The adoption of Professor Meade’s 
principle would mean the establishment of wide divergencies 
between the marginal productivities of labour in different uses, 
surely not a desirable result.) Professor Meade believes that this 
alternative method, which ho attempts to decry by describing as 
the method of Starvation , as compared with his method of Sedtic- 
tion , would necessitate withholding unemployment benefit from 
those whom it was desired to transfer. I do not think that this 
would be necessary at all. What would be necessary is that the 
redundant workers should become permanently unemployed in 
their previous occupation and that we should not be influenced 
outside the proper context by Professor Meade’s advocacy, 
designed to render more palatable the technical minimum of 
unemployment which he feels it is necessary to establish, of 
" adequate measures to ensure that this unemployment takes the 
form of short bouts of unemployment for many persons rather 
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than long period unemployment for a few unfortunate individuals ” 
(p. 70). 

(In practice we shall of course continue to have the worst of 
both worlds — neither adequate wage differentials nor adequate 
differentiation in the degree of security of employment offered in 
different occupations.) 

(8) There is one further plea that has to be made to the Trade 
Unions. Movements in the terms of trade must, says Professor 
Meade, be allowed to exert their full effect on real wages. 

If we had not adopted a policy of food subsidies, real wages 
would have suffered from the recent adverse movement of our 
terms of trade (or the upward movement of money wages would 
have been enormously enhanced as a result of an attempt on the 
part of Trade Unions to defend real wages). If and when inter- 
national prices of foodstuffs fall, the food subsidies will automatic- 
ally be reduced in such a way as to deprive the wage-earners of the 
advantage of the more favourable terms of trade. But Professor 
Meade would sweep away the food subsidies, substituting (at least 
in part) “ increased children’s allowances, old-age pensions, etc.” 
(or a reduction in the burden of income tax on the poorer tax- 
payers), leaving the beneficiaries free to decide for themselves, in 
the light of proper economic prices, what they want to buy. 
Now if anything is certain it is that once children’s allowances and 
old-age pensions had been increased it would not, on account of a 
favourable shift in the terms of trade, be politically possible to 
cut them back to their previous levels (which is, of course, the 
reason why Professor Meade’s proposal would be hotly contested 
by many of those who are themselves opposed to the food sub- 
sidies). The result of a fall in the international prices of food- 
stuffs would therefore under Professor Meade’s auspices be that 
the wage-earners would be better off than they would then be 
under present Government policy. Professor Meade would no 
doubt welcome such an outcome. But to some who are with 
Professor Meade in attacking the food subsidies it would not be 
welcome and to these it should be an argument in favour of the 
Government’s present policy that it ensures that the wage-earners 
do not gain on the roundabouts what they avoided losing on the 
swings. 

(9) Professor Meade has, of course, to postulate that total 
monetary demand is regulated so as to be neither too great nor too 
small, and the achievement of his “ nice balance ” forms the 
subject-matter of an interesting and important chapter. 

Here he introduces an additional reason for keeping down 
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internal monetary demand when it tends to be excessive and when 
the country is in balance of payments difficulties. “ The excessive 
pull of demand in the home market has undoubtedly been a main 
factor attracting goods and services away from export markets ” 
(p. 15). “ We must reduce the internal pressure of demand, not, 

of course, to such an extent as to cause serious unemployment, 
but sufficiently to make it profitable for many more businesses 
to go all out for alternative export orders ” (p. 79). This important 
doctrine, which is rightly emphasised at several points in the book, 
will not endear the author to the business men who are always 
urging the need for a flourishing home market as a basis for 
successful export trade, or to the politicians who regard any sign 
of languishing in the home market as the signal for remedial 
action. 

Professor Meade belongs to the school of economists who 
w r ould like to see the rate of interest play its proper part in the 
operation of the pricing process. But “ an essential condition for 
the proper working of the money and pricing system is that there 
should be a tolerably fair distribution of money income and 
property. . . . The way to prevent the building of factories to 
produce luxury motor-cars for the rich instead of essential cloth- 
ing for the poor, is to make the rich poorer and the poor richer — 
not to have a licensing system for factory building ” (p. 28). 
By stating the case in this way Professor Meade renders his con- 
clusion dependent on sufficient having first been done to improve 
the distribution of income, and so he deprives it of a good deal of 
the interest which otherwise it might have enjoyed. He might 
have been bettor advised to argue that so long as the rich are 
exercising their purchasing power they might just as well be given 
luxuries to spend it on — but he would then surely have to allude to 
the case for subsidising the production of necessaries and taxing 
that of luxuries. 

(10) Professor Meade has also to postulate that other countries, 
too, will maintain a “ nice balance ” between internal demand and 
supply. The chapter on “ Financial Policy and the Balance of 
Payments,” and the Appendix on “ The International Monetary 
Fund, the International Trade Organization and the United 
Kingdom Balance of Payments,” throw light on a series of 
important problems. The author deals with them with habitual 
lucidity. These are among the most interesting sections of his 
book. But to discuss them adequately would require a separate 
article. Two points can, however, be mentioned. 

Professor Meade is emphatic that “ potential deficit countries 
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must preserve the right, as they do in the present Draft Charter 
for an International Trade Organization, to impose discriminatory 
import restrictions against the goods of a country which is 
experiencing an uncontrolled deflation ” (p. 103). Presumably the 
exercise of this right would take the form of quantitative import 
control rather than discriminatory tariffs. If so the question 
arises how it is compatible with the free operation of the pricing 
system. This is a question which Professor Meade discusses and 
his solution is that import licences (in so far as import licensing 
has to be resorted to) “ should be auctioned or otherwise sold to 
the highest bidders ” (p. 87) (a sad footnote suggests that this 
might be held contrary to the Charter of the International Trade 
Organisation (p. 104)). Sale on the domestic market of Govern- 
ment-purchased imports would be an alternative — possibly a 
happier one — but Professor Meade does not discuss it. Incident- 
ally, the problem of reconciling the maintenance of quantitative 
import controls with the free operation of the pricing system is 
likely to remain with us for a long time — at any rate so long as our 
Government believe that “ equilibrium ” consists of paying for a 
heavily restricted volume of imports (surely Professor Meade is a 
bit optimistic in describing asa“ hypothetical case ” that of our 
being unable, without exchange depreciation, “ to find sufficient 
remunerative markets to sell all the exports necessary to finance 
unrestricted imports ” (p. 93)). 

We can afford to allow the free operation of the pricing system 
to determine the source of our imports, and the destination of 
our exports, only if the currencies of all overseas countries are 
convertible into one another. This presents an obstacle, but 
Professor Meade is clearly looking forward to a world of free 
convertibility of currencies (made possible by appreciating some 
and not solely by depreciating the others). Meanwhile he makes 
the suggestion that we insist 4 4 that overseas purchasers of our 
goods should pay for them in gold, convertible currencies, or 
sterling acquired currently by them through the sale of useful 
goods to us ” (thus disposing of the problem of “ unrequited 
exports ” (p. 81)). 

(11) The reason why we ration clothing is only partly to avoid 
a lowering of the standard of living of the classes to which clothing 
is a relatively important object of consumption. The main 
object is to reserve a substantial part of the production for over- 
seas markets. With a freely operating price system, governed by 
the maintenance of a nice balance between overall demand and 
supply, exports of textiles might suffer from a rise in their price, 
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but that would not matter because their place in export trade 
would be taken by the commodities of which less would be con- 
sumed if more domestic purchasing power could be devoted to 
clothing. That is not how Professor Meade puts his case, but 
that is, I think, what it comes to. A fundamental assumption 
that would have to be made to justify this conclusion — and which 
has only to be enunciated to reveal its unreality — is that it is as 
easy to gain extra export trade in one commodity as it is to lose 
it in another. In practice it will usually require a substantial 
reduction in price to open up new lines in international trade, even 
though the traditional lines are faced with highly competitive 
world markets. It would be most unfair to suggest that Professor 
Meade pays inadequate attention to the relationship between the 
terms of trade and the volume of trade — his discussion of the 
choice between quantitative import restrictions and exchange 
depreciation is sufficient evidence to the contrary — but I do not 
think that it is unfair to say that he pays inadequate attention to 
the dependence of the terms of trade on the composition of a given 
volume of trade, and that this dependence is particularly important 
for a country which is having difficulty in maintaining its position 
in international trade. 


Ill 

The book is concerned mainly with permanent principles. In 
the Preface a programme of immediate action is outlined : 

(a) Inflationary pressure must be reduced. A cut in the food 
subsidies is advocated, to be balanced in part (perhaps one-half) 
by an increase in family allowances and old-age pensions ; “as 
soon as practicable, a straight-forward capital levy on a consider- 
able scale ” ; reduction of public expenditure ; a temporary tax on 
capital investment; credit restriction. In advocating restric- 
tions on capital development (through some rise in interest rates 
and otherwise), Professor Meade backs a policy of Mend-and-Make- 
Do. “ The time to undertake the large, revolutionary, long- 
lasting reorganizations of our capital equipment ” is when “ the 
immediate pressure dies down ” (p. 29). Here again there seems 
to me to be a serious danger of overlooking the precariousness of 
our hold on overseas markets in some of our staple lines of export. 
It will make all the difference whether we get costs down sub- 
stantially in the next few years or postpone radical improvement 
until it is too late. Also the virtues of the complex of rates of 
interest (long- and short-term) as a determinant of the character 
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of labour-saving investment really depends on there being 
sufficient slack in the system for the wage of labour to measure its 
marginal product. If I understand Professor Meade correctly in 
this context he would be in favour of leaving the complex of rates 
of interest to determine investment in the present situation even if 
none of his other remedies were adopted. If this means that he 
would allow the rates of interest (ruling considerably higher than at 
present) to determine how capital investment should be conducted 
in industries like the coal or cotton industries, in which there is an 
acute shortage of man-power, he would be allowing the wage of 
labour in those industries to serve as a measure of the scarcity of 
labour in those industries. But the wage-level adopted for calcu- 
lating the usefulness of labour-saving investment in such industries 
would have to be very considerably in excess of the actual wage, 
and any calculation based on actual wages in valueless. 

(6) As I have mentioned, Professor Meade would get rid of 
petrol rationing, leaving the Government to sell the limited 
imports of petrol on a free market to the highest bidder. A similar 
principle might, he suggests, be applied to steel and timber, and, 
on an experimental basis, to coal. Also he advocates a measure of 
rent de-restriction, perhaps “ accompanied by a temporary and 
diminishing tax on the occupation of dwellings ” and by “ higher 
family allowances and old-age pensions.” 

(c) Professor Meade would drastically control the export of 
capital, on which we must not squander our Marshall Aid “ as we 
did a large part of the American loan.” His plausible suggestion 
that we should insist on being paid for our exports in convertible 
currency, or the equivalent, has already been mentioned. 

(d) Finally, he outlines directions in which something could be 
done at once to restore the international working of the price 
mechanism. 


IV 

Professor Meade attaches a good deal of importance to lighten- 
ing the bureaucratic burden caused by Government control. 
But among the positive proposals which he puts forward are a 
capital levy, a temporary tax on purchases of capital equipment, 
a temporary and diminishing tax on the occupation of dwellings 
(designed to secure for the State the increase in rents resulting 
from rent derestriction), Dr. Dalton’s advertisement tax 
(abandoned by Sir Stafford Cripps), and the imposition of an upper 
limit on the amount of property which any individual would be 
permitted to accumulate, otherwise than as a result of his own 
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savings (which would necessitate recording “ in a grand Domesday 
Book all gifts and inheritance received by each individual ” 
(p. 48)). It would be interesting to hear the comments of the Board 
of Inland Revenue on these proposals which are partly designed to 
lighten the work of the Civil Service. 

V 

It is a reflection of the author’s integrity that his book is ill- 
designed to please. Many of those who temperamentally are 
attracted by his philosophy will be outraged by the stark audacity 
with which ho describes the conditions which have to be realised 
before the philosophy can provide a basis for action, and by the 
uncompromising manner in which he underlines the exceptions to 
the case against Government interference. On the other hand, 
many of those who intellectually are charmed by Professor Meade’s 
grace as an economist and a writer will be repelled by his tacit 
refusal to admit that the exceptions are more comprehensive than 
the rule. It is a great pity that the book is in appearance directed 
to those to whom it will be least useful. It is not likely to persuade 
the <k anti-planners ” to re-examine the foundations of their belief 
in “ the miracle of a properly working pricing system.” On the 
other hand, it is those who do not believe in the miracle who have 
most to learn about the operations of the pricing system. But to 
these, prices are, or should be, a servant. A book which makes 
prices out to be a master, and which might, read superficially, 
be regarded as an attack on all those w^ho believe in controls or 
who administer them, is ill designed to introduce more sense into 
the designing and operation of controls. This is a great pity. 
For more sense is certainly needed. And prices should play a 
more important part. It is not a matter of either black or white 
(any more than the obvious impractability of free trade as an 
objective for the next few years justifies our Government’s policy 
of extreme autarchy). The system of controls and their admini- 
stration could be usefully transformed if economists who under- 
stood the operations of the pricing system — both its virtues and 
vices — would address themselves to the problems involved. 

An illustration is provided by Professor Meade’s suggestion 
that ‘‘ arrangements be made to sell electric current at a much 
higher price during the hours of the peak load than at other 
times ” (p. viii). The economic case for moving prices about 
between one part of the day and another is usually much stronger 
than the case for ensuring that they are stabilised at the correct 
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levels. But it is seldom practicable to do so. A Government 
Committee did, in fact, consider the suggestion made by Professor 
Meade, and the only apparent result is that the price of electric 
current has been raised during the winter months — a change that 
may do more harm by encouraging wasteful methods of consuming 
coal at off-peak hours than it does good by reducing the demand 
for electricity at the peak. 

Then there is the controversy over the substitution of steel for 
timber. Professor Meade’s suggestion that all will be well “ if 
the prices charged to domestic consumers of steel and timber bear 
the same relationship to each other as the prices at which steel and 
timber can be purchased in foreign markets ” (p. 9) is the kind of 
thing that is wanted if only it could be divorced from the doctrine 
that prices should be left to find their own levels (though it 
would still need adapting to the distinction between hard and soft 
currencies and to the possibility of widely differing elasticities 
of overseas supply of steel and timber). 

It would be a great pity if Professor Meade’s apparent lack of 
sympathy with those who believe in controls were to discourage 
those who could profit most from this fascinating book, and who 
could best appreciate the scientific spirit which livens it, from 
studying it seriously and applying its lessons. 

R. F. Kahn 

King's College, 

Cambridge. 



NATIONAL INCOME, NATIONAL EXPENDITURE 
AND THE BALANCE OF PAYMENTS — continued 


VII. The Analysis Applied to Certain Illustrative 

Problems 

We are now in a position to apply the general analysis of 
the preceding Sections to certain specific and simplified “ multi- 
plier ” problems. We will consider four examples : (i) a “ pure ” 
disturbance due solely to a “ spontaneous ” change in domestic 
expenditure in one of the two countries ( e.g ., country A); (ii) 
a “ pure ” disturbance due solely to a “ spontaneous ” sliift in 
either country, within any given level of domestic expenditure, 
from B*s goods on to A’s goods; (iii) a “ pure” disturbance due 
solely to a “ spontaneous ” change in net foreign lending from 
A to B ; and (iv) a “ combined ” disturbance due to the pay- 
ment of reparations from A to B which represents a “ spontaneous ” 
increase in net foreign transfers (cf. case (iii) above) and simul- 
taneously causes “ spontaneous ” changes in the level of domestic 
expenditure in both countries (cf. case (i) above). 

In the tables which illustrate these four cases we shall give 
values only for Y ai Y b and P. That is to say, we shall confine 
ourselves to the effects of the change on the three basic quantities : 
the national incomes in the two countries and the total balance of 
payments between them. It is from the behaviour of these 
quantities that we can answer the two basic questions : will the 
change affect the level of employment and economic activity in 
the two countries, and, will the change cause a balance of pay- 
ments problem between them ? The tables will omit giving the 
values for D ap , D bp , I ap and l bp . In other w ords, we shall not give 
the values of the “ policy ” changes which will be required in 
either of the countries to preserve Internal or External Balance, 
although these can, of course, readily be derived from the equations 
in Table I (see Vol. lviii, p. 503). These quantities are, however, 
not so fundamental. We can regard them as being reached by a 
process „Qf trial and error : some internal or external change in 
demancr takes place in country A which requires some “ policy ” 
inflation or deflation of domestic expenditure in order to maintain 
Internal or External Balance ; and the authorities accordingly 
inflate or deflate domestic expenditure by a process of trial and 
No. 233 — vol. lix. o 
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error to the extent necessary to preserve whichever Balance they 
intend to achieve. 1 

Case ( i ) : a “ spontaneous ” change in country A’s domestic 
expenditure. There is some “ spontaneous ” increase or decrease 
in domestic expenditure in country A. This might be due to a 
boom or slump in private investment or to some governmental 
measure of reflation or disinflation through a change in public 
expenditure or a change in the amount of taxes levied. We wish 
to examine the effect of this “ spontaneous ” change in country 
A’s domestic expenditure {D as ) on her national income (To), on 
country B’s national income ( Y b ) and on the total balance of 
payments between the two countries (P) on the various policy 
assumptions which we are making. 

In this case it is possible to derive from the equations given 
in Table I the values given in Table II for Y tt , Y b and P, all of 
which are there expressed in the form of the “ multipliers ” which 
must be applied to the “ spontaneous ” change in country A’s 
domestic expenditure Let us first confine ourselves to the 

case of a Neutral Economy in country A ( i.e rows (1), (2) and 
(3) of the Table) and consider each of the multipliers in turn. 

y 

In a closed economy the “multiplier” yy- would have the 

J J-'as 

value r- . If country B is an Externally Balanced Economy and 

if changes in country A’s and country B’s national income do 
not induce any charges in foreign lending, this for country A is 
tantamount to being a closed economy. For no part of any 
increase in country A’s expenditure on imports “leaks” per- 
manently abroad, since country B takes deliberate steps to ensure 
that its own expenditure on country A’s exports expands just to 
the extent necessary to keep her ia balance of payments’ equili- 
brium. And since there is assumed to be no induced change in 
foreign lending, country B will keep her balance of payments in 
equilibrium only by expanding her demand for A’s goods to 
exactly the same extent as A’s imports from her have increased. 


1 Throughout what follows a main theme will bo the dilemma of choice between 
the action which is aimed at achieving Internal, and that which is aimed at 
achieving External Balance. When, for example, the foreign demand for A’s 
goods falls, should the authorities in A inflate their domestic expenditure in 
order to preserve A’s national income and employment or should they deflate 
in order to preserve A’s balance of international payments ? The sharpness of 
this dilemma is, of course, due to the rigid multiplier assumptions which we are 
making. If relative prices can be changed, either by changes in exchange rates 
or by internal inflations and deflations of cost and price levels, the dilemma in 
large measure disappears. 
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Notes. (i) N, IB and EB signify Neutral, Internally Balanced and Externally Balanced Economics respectively, 
(ii) The values given in a square □ merely state the policy assumed. 
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We find, therefore, that when country B has an Externally 

Y 

Balanced Economy and y a — yt — 0 , the multiplier ^ as 

Ufu 

closed-economy value of (see row (3) of Table II). 

A* 

But this closed-economy multiplier is modified by the factor 
1 — TTas + fib there is a Neutral Economy in the rest of the 

1 + + Pb 

world and by the factor \ — — if there is an Internally 

l + Ha — Vbp 

Balanced Economy in the rest of the world. (See rows ( 1 ) and 
( 2 ) of Table II.) As the general case, let us suppose that the 
import content of the “ spontaneous ” and “ policy ” increases in 
domestic expenditure are of the “ normal ” size in both countries 
(i.e., Vo, = 7r fl , 7 r bp = 7 77,). Suppose, for the sake of numerical 
illustration, that — A* = 0*5, = ir a = 025 and 7 r bv — - 

7 T b =0*1. Then the closed-economy multiplier = 2 , and this is 
the same as the multiplier with an Externally Balanced economy 
in the rest of the world, if y a = y b — 0 . The modifying factor 
with a Neutral Economy in the rest of the world is 0-63 and with 
an Internally Balanced Economy in the rest of the world is 0*57, 

Y 

so that in the former case the multiplier ~ — 2 x 0*63 = 1-26 

Uas 

and in the latter case = 2 x 0*57 = 1-14. 

This shows how in the two latter cases the “ closed-economy ” 

multiplier -J 1 is damped down by the foreign leakage through the 
A* 

increased imports which the growth of domestic expenditure in 
country A involves. Not all of the increased demand in country 
A is an increased demand for home-produced goods ; and this 
import “ leakage ” reduces the extent to which an increase in 
domestic expenditure stimulates national income and domestic 
expenditure still further. But with a Neutral Economy in the 
rest of the world this damping-down factor in country A will 
itself be reduced. The increased demand in country A for the 
products of country B will stimulate the national income of country 
B which w r ill stimulate country B’s demand for goods and services 
which will stimulate country B's demand for imports from country 
A. Part of the foreign leakage of demand in country A will 
come back indirectly as a demand for country A’s exports. 

But this will not occur if there is an Internally Balanced 
Economy in country B. Indeed, the reverse will happen. When 
country A spends more on country B’s goods as a result of the 
inflation of country A’s domestic expenditure, country B, having 
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a conscious policy of maintaining a stable national income, 
offsets the increased foreign demand for her goods by a policy of 
deflating her domestic expenditure. If the domestic expenditure 
which she deflates contains some imported goods > 0), then 
her deflation of domestic expenditure will cause a reduction in her 
imports from country A. The foreign leakage for country A, far 
from being itself diminished, will be intensified by the reper- 
cussions in country B. It is for this reason that the multiplier 
Y 

-=P in row (2) of Table II is smaller than the corresponding 

Das 


multiplier in row (1). 

Indeed, it can be seen from Table II that if there is an 
Internally Balanced Economy in country B and if tt ^ + ^bp = 1 


the multiplier will be zero. 


There is a primary increase of 


domestic demand in country A equal to D^. Of this 7 t^Dm 
causes a rise in demand for imports from country B. Country B 
experiences an increase in the foreign demand for her goods equal 
to 7r as D as and she reduces her domestic expenditure by an amount 
D hp sufficient to cause just that decrease in her own demand for 
her own goods ([1 — tt^D^) to offset the increased foreign 
demand for her own goods, 7 so that (1 — rr bv )D bv = 


or ■= 77(11 Das ♦ But the reduced domestic expenditure in 

I 7 T bp 

country B (D bp ) causes a reduction in the demand in country B 


for country A’s goods equal to n bp D bp or - — p ~ a *~I) as . If jr u + 

1 — IT bp 

w bp = 1, ~*^-Das = (1 — 7 Tas)D as , which is exactly equal to the 

1 7 T b p 

primary increase in the demand for country A’s goods caused by 
the primary increase in country A’s domestic expenditure (D as ) 
which started the whole set of repercussions. In other words, 
the increased demand for country A's own goods caused by 
country A’s “ spontaneous ” inflation of her domestic expenditure 
is exactly offset by the reduction in country B’s demand for 
country A’s goods which is caused by country B’s policy of 
deflating her domestic expenditure to the extent required to 
offset the increased demand for her goods by country A. There 
is no net change in the demand for country A’s products and 
thus no net change in country A’s national income. 

p 

Let us turn now to the multiplier yp. If country B has an 

Da$ 

Externally Balanced Economy this will, of course, be zero, as is 
shown in row (3) of Table II. In the two other cases it will 
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be seen that the inflation of demand in country A due to the 
“ spontaneous ” increase in her domestic expenditure will 
directly (and indirectly through the induced effects upon domestic 
expenditure in country A) raise her demand for imports. The 
balance of payments will move against her, both because the 
balance of trade will thus move against her, and also (if y a > 0) 
because with a larger income she may lend more abroad. This 
last effect will be partly or wholly offset (if y b > 0) in the case 
in which country B has a Neutral Economy, because country B 
will lend abroad more as her income rises. But with an Internally 
Balanced Economy in B, since B’s income will not rise there will 
be no offset of this kind. 

If we assume y a = y b = 0, we have — = — z ffi-— — and 

' £>a* 1 + 

— — — in the cases of a Neutral and Internally Balanced 

1 + Pa ~ Kbp 

Economy in B respectively. 1 (See rows (1) and (2) of Table II.) 
These expressions make it clear that, so far as the trade elements 
in the balance of payments are concerned, with a Neutral Economy 
in country B the unfavourable movement will be less than with 
an Internally Balanced Economy in country B, since in the former 
case, as has already been argued, there will be some inflation of 
domestic expenditure and increased demand for country A’s 
exports in country B, while in the latter there will be a reduced 
domestic expenditure and a reduced demand for country A’s 
exports in country B. To continue the previous numerical 
example with Aa = A* = 0*5, rr a3 = rr a = 0*25, ir^ = TT b = 0*1 
and y a = y b = 0, Table II shows that with a Neutral Economy in 
country B the unfavourable movement in country A’s balance of 
payments will be 0*37 times the primary increase in her domestic 
expenditure and with an Internally Balanced Economy in country 
B will be 0*43 times this primary increase in her domestic 
expenditure. 

So far we have only considered the effect of a primary increase 
in domestic expenditure in country A which itself has the 
“ normal ” import content (? = 7 r fl ). Let us now consider the 
effects on country A’s balance of current payments and national 
income of a public-works’ policy which is consciously devised so 
that the primary increase in domestic expenditure (D M ) which it 

1 These expressions measure the change in the balance of trade even if y m 
and yt are 4 = 0. This can readily be seen when it is remembered that P * T — 
y*Y m + y h Y h — L t (see equation (15)). Indeed, by means of this equation the 
multiplier for T can easily be obtained from the multipliers for Y mt Y b and P in 
any of the Tables II to V. 
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represents is spent solely on goods and services produced in 

Y P 

country A. In this case n<u — 0 . The multipliers jy- and jy 

Uat ■L'a* 

given in Table II show that in this case the adverse effect of a 
reflationary policy in country A on its balance of current pay- 
ments is by so much reduced, and the favourable effect upon its 
national income is by so much increased, by ensuring that the 
whole of the primary increase in domestic expenditure is spent on 
home-produced goods. With our numerical illustration with 
A 0 = A 6 = 0*5, rr a = 0*25, 77 bp = 7T b = 0*1 and y a = y b = 0, the 
values of the multipliers showing the effect of a primary change 
in domestic expenditure upon the balance of payments and the 
national income, (a) with rr as — 7 r a and (b) with = 0 , may be 
shown as follows : — 



With 7 r ai — 7T m . 

With 7 r m , = 0. 

Neutral Economy in country B : 



y. 

d„ 

1*26 

1-63 

P 



- 0-37 

- 019 

Internally Balanced Economy in 
country B : 



Y m 

Am 

1*14 

1-57 

P 

AT, 

- 0-43 

- 0*22 


Let us next consider the internal effects upon country B of the 
primary inflation or deflation in the domestic expenditure of 

Y 

country A, as measured by the multiplier 

■L'as 


With a Neutral Economy in country B, I) bp as well as D bs will 
be zero. In this case the national income in country B will rise 
by an amount obtained by applying the closed-economy multiplier 


of country B 



to the improvement in country B’s balance of 


trade. We have already seen that a primary inflation of country 
A’s domestic expenditure will cause an unfavourable movement 

in country A’s balance of trade equal to ^ times the 

primary increase in A’s domestic expenditure; and this will 
measure the favourable movement in country B’s balance of 


trade to which the 


multiplier 


1 

A& 


must be applied to obtain the 


consequential inflation of country B’s national income. 
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Y 

With an Internally Balanced Economy in country B, -=r 

lS(U 

will, of course, be zero. 

With an Externally Balanced Economy in B there will be no 
change in the balance of trade except in so far as is required to 
offset induced changes in foreign lending. Let us assume no 
induced foreign lending (i.e., y a = y b = 0). In this case, it will 

be seen from row (3) of Table II that Jp = i . — . To 

prevent any change in the balance of payments, B will in this 
case need to prevent any change in the balance of trade ; and for 
this purpose country B must engineer such a primary increase in 
her own domestic expenditure as to cause an increase in country 
B’s demand for country A’s goods equal to the increase in country 
A’s demand for country B’s goods which has resulted from the 
primary inflation in country A. The “ policy ” inflation required 

in country B’s domestic expenditure is y times the 

Pb + TTbp 

“ spontaneous ” increase in country A’s expenditure, 1 and the 
increase in country B’s national income is obtained by applying 


the closed-economy multiplier ~ to this quantity. It is interest- 
ed 

ing to observe that if the marginal propensity to import in each 
country which is associated with “ spontaneous ” or “ policy ” in- 
creases in domestic expenditure is equal to the marginal propensity 
to import in each country which is associated with the “ induced ” 
increases in domestic expenditure (t.e., if 7 t m = n r« and 7 T bp = ir h ) a 


Y 1 

further simplification is possible. In this case, — = ~ . -r-. 

JJ<u TTb Ao 

So far we have only considered the cases in which there is 
a Neutral Economy in country A (rows (1), (2) and (3) of Table II). 
It can be seen from the rest of Table II 2 that if country A has an 

1 This can be seen clearly in the following way. rr M D { u is the increase in 
country A’s imports due to the primary increase in its domestic expenditure. 

~ D m is the increase in country A’s income, - - -c 


* D mt the “ induced ” increase in 


its domestic expenditure, and 


««( 1 - K ) 


or n u D m the “ induced ” increase 


in its imports, so that (/*« -f ir^D^, is the total increase in country A’s imports. 
Similarly (fi b + ir bp )D ip is the total increase in country B’s imports; and since 
D bp is such as to make T = 0 these two quantities are equal. 


2 This table doeB not show the values for 


and yr — for those cases 


Y* ^ 

DJ h M 

in which there is a Neutral Economy in B and an Internally or an Externally 
Balanced Economy in A, or an Internally Balanced Economy in B and an 
Externally Balanced Economy in A. These results could be obtained from the 
Yb Y P 

yalues of ~ and j~- obtained from Table I for policy combinations 2, 3 
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Internally Balanced or an Externally Balanced Economy a 
“ spontaneous ” increase in domestic expenditure in country A 
will have no effect at all on either country’s national income or 
balance of payments, if the import content of the “ spontaneous ” 
increase in domestic expenditure is the same as the import content 
of the “ policy ” decrease in domestic expenditure which is under- 
taken to offset it (i.e., if n aa = Tr ap ). The reason should be clear. 
If there is a “ policy ” decrease in domestic expenditure equal in 
magnitude to the “ spontaneous ” increase in domestic expenditure 
and if each has the same import content, then the “ policy ” change 
will exactly offset the effects of the “ spontaneous ” change on 
income and imports. Nothing will change. It is only in so far 
as the import contents differ that there will be further reper- 
cussions of any kind. 

Case (ii) : a “ spontaneous ” shift of demand in either country 
from country B’s goods on to country A’s goods . We can now 
turn to the second type of primary disturbance. Either in 
country A or in country B — it makes no difference — there is a 
shift of demand, within the ruling level of domestic expenditure, 
from country TVs goods on to country A’s goods. This is defined 
as a “ spontaneous ” increase in country A’s balance of trade 
(T t ) equal in size to the primary increase in expenditure on 
country A’s goods and decrease in expenditure on country B’s 
goods. What is the final effect on the national incomes of both 
countries and on the balance of current payments between them ? 

Let us first compare the position of a Neutral Economy in 
both countries (row (1) of Table III) with that of an Internally 
Balanced Economy in both countries (row (4) of Table III); and 
let us first consider the final effect of the “ spontaneous ” shift in 
the balance of trade ( r l\) upon the balance of payments between 
the two countries. Let us once more simplify by assuming no 
“ induced ” foreign lending (i.e., y a ~ yb = 0), so that in both 
cases the change in the balance of trade is equal to the change in 

the total balance of payments, expressed by ^ in 

case of the Neutral Economies and by z — in the case 

1 ■— 7T ap —“** TTip 

of the Internally Balanced Economies. 1 


and 5 respectively, and then writing throughout subscript a for subscript b and 
altering the sign of P. But the general argument in the text would remain 
unchanged. 

1 Applying equation (15) to rows (1) and (2) of Table III it is clear that these 
are the expressions for the change in the balance of trade even if y 0 and y b #= 0. 



Spontaneous ” Shift of Demand from B’s Goods to A’s Goods 


26 



Kip* + *•*) 4- H- 4- (y« ■+■ 
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It has already been pointed out by a number of authors 1 
that, in a world of Neutral Economies, any primary improvement 
in a country’s balance of payments will be 4 4 damped down ” 
before a new equilibrium is reached. Consider the relationship 
of country A with the rest of the world (country B). Assume 
that there is a change of taste which causes purchasers to shift 
their demand away from the goods of country B to the goods of 
country A. There is an increase in country A’s exports and in 
country B’s imports. The balance of current payments of country 
A becomes more favourable and that of country B less favourable. 
But the increased demand for country A’s exports increases the 
incomes of those employed in country A in producing exports; 
they spend some part of their increased incomes on purchases of 
more goods and services ; some of this increased expenditure is 
on imported goods and services, some on home-produced goods 
and services; this causes another round of increased purchases 
both of imports and of home-produced goods ; and so on. In the 
end home incomes and imports will have risen. Conversely, in 
country B the increased imports will have attracted purchasing 
power away from expenditure on home-produced goods; the 
incomes of those producers whose products are replaced by the 
imports will fall ; there will result a decline in incomes in country 
B, and the imports of country B will decline again by an amount 
determined by country B’s propensity to import. Thus the 
primary improvement in country A’s balance of current payments 
will be damped down by this secondary increase in country 
A’s imports, and secondary decline in country B’s imports, due 
to the repercussions on incomes and expenditure in the two 
countries. 2 

P 

This is shown by the multiplier in row (1) of Table III, 

s 

which with our illustrative numerical values of Ao = = 0*5, 

7r a = 0*25, 7T b = (M and y a = = 0, has the value of 0*74. In 

other words, as a result of the secondary increase in imports in 
country A and decrease in imports in country B only about three- 

1 See, for example, A. J. Brown, “ Trade Balances and Exchange Stability,’* 
Oxford Economic Papers, Number 6, April 1942, and Joan Robinson, “ The 
Foreign Exchanges ” in Essays in the Theory of Employment . 

* If we allowed for “ induced ” foreign lending and assumed y a and y* > 0, 
there would be a further factor “ damping down ” the improvement in A’s total 
balance of payments, since the increase in A’s income would induce her to lend 
more abroad and the decline in B’s income would induce her to lend less abroad. 

p 

The influence of this factor can be seen in the expression for the multiplier in 
row (1) of Table III. 
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quarters of any primary improvement in country A’s balance of 
payments will result in a lasting improvement in that balance. 

But the position is completely changed if countries A and B 
both have Internally Balanced Economies. Assume again a 
primary change of taste within any given levels of domestic 
expenditure in the two countries which increases country A’s 
exports and/or decreases her imports. This will mean that there 
is an increased demand for country A’s products and a decreased 
demand for country B’s products. Country A, in order to avoid 
an inflationary pressure of demand, must take domestic measures 
to reduce the internal demand for goods and services. Thus it 
may raise interest rates or take other measures to reduce domestic 
expenditure on new capital development; or it may reduce 
Government expenditure without reducing taxation ; or it may 
reduce spendable incomes by raising rates of taxation, or take 
other measures to reduce private expenditure on goods and services 
for personal consumption. Whichever method it adopts, there 
will result a reduction in demand not only for home-produced 
goods and services but also for imported goods and services. At 
the same time country B must be adopting the opposite policy of 
stimulating its domestic expenditure on goods and services in 
order to offset the primary reduction in demand for its products. 
But this “ reflation ” of domestic expenditure in country B will 
increase country B’s demand for imported goods and services as 
well as her demand for, her own home-produced goods and services. 
Thus the primary increase in country A’s balance of current pay- 
ments, far from being “ damped down,” will be “ magnified up ” 
in these conditions by the restriction of domestic demand in 
country A which will lead to some further reduction in her 
demand for imports and by the reflation of domestic demand in 
country B which will lead to some further increase in her demand 
for imports . 1 Moreover, in this case since the national incomes 
of both countries are constant there can be no damping effect on 
the improvement in A’s total balance of payments from an 

1 It is an interesting conclusion from this that in a world of Internally 
Balanced Economies various measures will be made more effective in restoring 
equilibrium to disordered balances of payments than they would be in a world 
of Neutral Economies. Thus, suppose country A’s balance of current payments 
to need to be increased. Assume some change {e.y., a depreciation of country A’s 
currency, a reduction in country B’s tariff, etc.) which increases country A’s 
balance in the first place by 100. In a world of Neutral Economies the secondary 
inflation of domestic expenditure in country A and deflation in country B will 
damp this down to, say, 75. In a world of Internally Balanced Economies the 
secondary doflation of domestic expenditure in A and inflation in B will magnify 
this up to, say, 150. 
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increased net lending from A to B, however great y a and y t 
may be. 

P 

This result is illustrated by the multiplier in row (4) of 

1 s 

Table III which with 7 T ap = 0 25 and 7r bp = 0-1 would equal t'54. 1 
In other words, the final improvement in country A’s favourable 
balance of trade would, as a result of the repercussions of the 
increased domestic expenditure required in country B to keep 
country B’s national income stable and of the reduced domestic 
expenditure required in country A to keep country A’s national 
income stable, be about 50% greater than the primary shift of 
demand from country B’s goods to country A’s goods. 

The illustration that has just been given assumes that the 
“ policy ” changes in domestic expenditures in countries A and 

1 This multiplier becomes very large as rr ap -f v bp approaches unity, becomes 
infinite if v^p 4- nt? — 1 and becomes negative if tt^ *f n bp > 1. This last 
condition is improbable but not impossible. It would occur, for example, if 
both countries spent on imports more than 60% of any marginal changes in their 
total domestic demands. This would mean that if there were a primary increase 
in the balance of trade of country A, country A should “ plan ” its domestic 
expenditure on the assumption that there was, in fact, going to be ultimately a 
net decrease in its balance of trade and should accordingly inflate its domestic 
expenditure; and country B, enjoying a primary decrease in its balance of trade, 
should adopt the apparently perverse policy of deflating its domestic expenditure. 
The inflation in country A will very little increase the domand for country A’s 
goods but will very greatly increase demand for country B’s goods; similarly, 
the deflation in country B will very little decrease the demand for country B’s 
goods but will very much increase the demand for country A’s goods. These 
readjustments of domestic expenditure will, therefore, cause a net decrease in 
the demand for country A’s goods and a net increase in the demand for country 
B’s goods, which will work in the opposite direction to the primary increase in 
country A’s balance of trade. The ultimate position will be one in which there 
is a net decrease in country A’s balance of trade ; her domestic expenditure will 
have risen to counterbalance this; and the effect of the rise in her domestic 
expenditure on imports will have been so great as to remove the whole of the 
primary increase in her balance of trade and to have turned it into a net decrease 
equal to the increase in her domestic expenditure. This may be regarded as a 
“ perverse ** case. The 14 normal " case is where 0 < rr ap -f rr bp < 1. The 
ingenious reader may be amused to ring the changes on the combinations of 
“ perverse ” and “ normal ” effects of the values for n mp -f m^p with the “ perverse ” 
and 44 normal ” effects of an exchange depreciation on a country’s balance of 
current payments. Suppose price elasticities of demand for imports in both 
countries to be so small that a depreciation of country A’s currency has the 
perverse effect of causing a reduction in her favourable balance of trade. If both 
countries had Internally Balanced Economies and ir ap -f ir bp > 1, then none the 
less the final effect would be to improve country A’s balance of trade. A normal 
exchange-rate effect ($.«., depreciation causing a primary improvement in the 
balance of trade) plus a normal ir w -f 7 r bp effect, or a perverse exchange-rate 
effect plus a perverse it ap -f v bp effect will enable exchange depreciation to improve 
the balance of trade. But if one effect is normal and the other perverse, exchange 
depreciation with Internally Balanced Economies will worsen the balance of 
trade. 
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B which are undertaken expressly to offset changes in the foreign 
demand for each country’s products, themselves contain the 
“ normal ” net import content (i.e., rr ap = n a and 7r bp = ir b ). But 
this might not be the case. Suppose that each country selected 
policies for stabilising demand which affected only the demand 
for their own home-produced products so that TT(j<p — TTjp — 0. 
This might be the case, for example, if when there was a primary 
improvement in country A’s balance of current payments of, say, 
100, then country A decreased a public-investment programme 
which had no import content by 100 and country B increased a 
public-investment programme which had no import content by 
100. The increased public-investment demand in country B for 
country B’s goods of 100 would exactly offset the primary reduc- 
tion of 100 in the net demand for country B’s exports (or in her 
own net shift of demand from home-produced to imported goods). 
And similarly in country A. There would be no “ magnifying 
up ” of the primary improvement of the balance of current 
p 

payments of 100, and ^ would equal 1. But if country A chose 

■* i 

to deflate in a way which meant that it had to reduce domestic 
expenditure by 133£ in order to reduce its own demand for its 
own products by 100, the remaining 33^ would represent a reduc- 
tion in imports and so a further improvement in its balance of 
current payments. 

The effects of these changes in the balance of trade on the 
levels of national income in the two countries are readily explained. 
In the case of Neutral Economies in both countries (row r (1) of 
Table III), the final improvement in country A’s balance of trade 

is - — . — I — times T s ; and there is an inflation of the national 

1 + Ma + Pb 

income in country A equal to ~ times, and a deflation of the 

A* 

national income in country B equal to c- times, this sum. With 

Internally Balanced Economies (row 4) there is, of course, no 
change in either national income. 

Row (2) of Table III shows a final effect upon the balance of 

payments intermediate between those of rows (1) and (4). 

In country A there is a Neutral Economy; the “ spontaneous ” 
improvement in her balance of trade leads to a rise in her national 
income ; this leads both to some increase in her imports and also, 
if y a is >1, to some increase in her foreign lending ; and these are 
factors damping down the primary improvement in her balance 
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of payments and are shown in the term +/i a in the denominator, 

v P 

and in the term — P in the numerator, of the multiplier ~ . 

Aa 1 1 

On the other hand, in country B there is an Internally 
Balanced Economy; the primary worsening of her balance 
of trade causes her to engineer an offsetting primary in- 
crease in her domestic expenditure ; this leads to some further 
increase in her imports; and this is a factor “magnifying 
up ” the primary worsening of her balance of trade, which is 

p 

shown in the term — 7r bp in the denominator of the multiplier . 
Whether there is a net “ damping ” or “ magnifying ” effect 


in both cases. 


depends upon whether /x a + y > or <TTb P • The final internal 

changes are easily seen. In country A the national income rises 

by an amount, shown by applying the multiplier ~ to 

A« 

— l } which is the final improvement in her balance of 

1 + — TTbp 

trade ; and in country B there is no change in the national income. 

We may next consider rows (3) and (5), which, it will be 
seen, lead to the same final outcome if y b = 0. For in these 
Y Y 1 1 

conditions = 0 and T . ; in both cases. In 

$ * * Aft fib ~r 7T b p 

both cases country B so deflates her domestic expenditure, and 
thereby her national income, as to cause a reduction in her demand 
for imports sufficient to offset the primary worsening in her 
balance of payments and to ensure that there is in the end no 
net change in that balance. Now if y b = 0, B will not need to 
offset any change in foreign lending induced by her own adjust- 
ments of her national income She will only have to adjust her 
national income so as to induce a change in her imports sufficient 
to offset the “ spontaneous ” change in the balance of trade and 
any changes in the balance of trade or foreign lending induced by 
a change in country A’s national income. But there will in fact 
be no such “ induced ” changes of A’s imports or foreign lending, 
because in the case of row (5) country A adopts a conscious policy 
which prevents any such changes, while in the case of row (3) if 
country B just offsets the “ primary ” shift of demand to A’s 
goods by a “ policy ” deflation of her own demand for A*s goods 
of exactly the same magnitude there will in fact be no net increase 
in the demand for A’s goods. So far as A is concerned nothing 
will have happened and her national income will not rise. But 
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if y b is > 0, then, whereas in the case of row (5) it will still be A’s 
policy to keep her national income constant, in the case of row 
(3) there will now be some rise in her national income. For as 
B deflates her national income in order to reduce her imports so 
as to offset the effect on the balance of payments of the primary 
shift of demand away from her goods, there will be an “ induced ” 
decline in her lending to A. The reduction in her demand for 
imports need not, therefore, go quite so far as the primary shift 
of demand from her goods, since part of her balance-of-payments 
gap will now be filled by her reduced lending to A. A, therefore, 
will experience some net increase in the demand for her goods, 
and with a Neutral Economy will, therefore, experience some ntet 
rise in her national income. 

There remains row (6) of Table III. In view of the primary 
shift of demand from B’s to A’s goods, A adopts a policy of 
inflating her domestic expenditure and so her national income to 
restore equilibrium to the balance of payments, and B deflates for 
the same purpose. B’s deflation is m times as large as A’s inflation. 
As a special case it may be interesting to see what haj>pens as A 
takes less and less of the responsibility for restoring equilibrium by 
inflating and leaves more and more of the responsibility to B to 
restore equilibrium by deflating. At the limit when A will do 

nothing and — = 0, then, it can bo seen from Table III, the 
tn 

multipliers in row (6) become exactly the same as those in row 
(5). A in fact keeps her national income constant and B has 
to make the whole change in her own. 

As another special case, let us assume that 7 r ap = ir a and 
7 r bp = 7 r b (i.e., that the “ policy ” changes in domestic expenditure 
have the normal import content). If in addition y a = y b = 0, the 
multipliers for the two national incomes reduce to the following 
simple formulae which give the “ weights ” to be attached to the 
inflation in A and the deflation in B : — 


Y a __ 1 

T s 7 T a -j- ftlTTb 



1 



Case (in) : a “ spontaneous ” change in foreign lending or 
some similar financial transfer from A to B. The multiplier effects 
of a “ pure ” case of primary disturbance due to a change in net 
foreign lending can be fairly quickly discussed. By a “ pure ” 
case of this type we mean one in which there is not associated 
with the increased lending from A^ to B any “ spontaneous ” 



Spontaneous ” Change in Net Foreign Lending 

(L, is given. T , = D a , == D bt = 0) 
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Notes. — See bottom of Table II, p. 19. 
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change in the demand for domestic or foreign goods either in 
A or B. People purchase securities in B’s capital market instead 
of in A’s capital market, and that is all there is to it. 

Table IV shows the multipliers which result from the applica- 
tion of these strict assumptions to the equations of Table I. In 
those cases in which neither country is adopting an Externally 
Balanced Economy (see rows (1), (2) and (4) of Table IV) there 
will be a change in the final balance of payments exactly equal to 
the primary change in net foreign lending and nothing else will 
alter at all. The reason for this is clear. The primary change 
in foreign lending does not itself directly cause any change in 
the demand for the goods of either country. There will be 
no forces causing any change unless the disequilibrium in the 
total balance of payments which results from the foreign lend- 
ing causes some country to adopt a “ policy ” change in its 
domestic expenditure or imports in order to restore an External 
Balance. 

In the case in which country B inflates its domestic expenditure 
and national income to bring about an increase of imports to 
preserve an External Balance, country A will also experience 
some rise in its national income as a result of the increased 
demand for its exports, if it has a Neutral Economy. (See row 
(3) of Table IV.) If country A has an Internally Balanced 
Economy, then country B, in order to preserve an External 
Balance, need carry its inflation less far, since A will deflate its 
domestic demand in order to prevent B’s increased demand for 
its exports from inflating its national income and this will reduce 
A’s demand for B’s goods and thus help to restore equilibrium to 
the balance of payments. Moreover, in this case since there will 
be no rise in A’s income there will be no “ induced ” increase in 
A’s lending abroad, even if y a > 0. Indeed, if 7 r ap + 7 r bp = 1, 
B will not in fact experience any net inflation of her national 
income. The inflation which she will carry out in her domestic 
expenditure to preserve an External Balance will be followed by 
a deflation in A to prevent B’s increased demand from affecting 
A’s income. But this reduced demand in A will just offset the 
increased demand in B as far as B’s income is concerned, if 
TTap + TTtp = 1. (See row (5) of Table IV.) If both A and B 
have Externally Balanced Economies, there will be a deflation of 
domestic expenditure in A and an inflation in B. This will cause 
a deflation of A’s income and an inflation of B’s income, as shown 
in row (6) of Table IV, unless once more 7r ap + 7 ^ = 1, in which 
case the deflation of domestic demand in A and the inflation of 
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domestic demand in B will just cancel out so far as the national 
incomes of both A and B are concerned. 

Case {iv) : a reparations payment is made from A to B, which 
represents a “ spontaneous ” financial transfer from A to B ; hut 
the raising of the revenue in A and its disposal in B causes a simul- 
taneous “ spontaneous ” decrease of domestic expenditure in A and 
increase of domestic expenditure in B . This is another case of 
combined primary disturbance, an event which simultaneously 
causes an increased financial transfer from A to B and a decrease 
of domestic expenditure in A and an increase in B. Now it is 
probable that in fact the “ spontaneous ” decrease in domestic 
expenditure in A would be rather less than the reparations payment 
even if there were an increased tax revenue equal to the whole of 
the reparations to be paid, since some part of the revenue raised 
to make the payment to B would probably come out of savings 
rather than expenditure in A. Similarly, the ‘‘spontaneous” 
increase in domestic expenditure in B might well be rather less 
than the total reparations received from A. But for the purposes 
of simplification we shall assume that there is a reparations pay- 
ment to be transferred equal to L ti and that there is a “ spon- 
taneous ” decline in A’s domestic expenditure equal to the whole 
of this (—Das = L s ) and a “ spontaneous ” increase in B’s domestic 
expenditure of the same size ( D bs = L s ). On these assumptions 
the multipliers given in Table V can be derived from the equations 
given in Table I . 1 

Table V has one quite outstanding feature, and we will 
confine our comments to remarking upon it. In every case 2 
(except where A has an Internally Balanced Economy) the 
payment of reparations by A will mean a deflation of A’s national 
income if -f n hs < 1 , no change if 7T<u + n bs = 1 and actually 
an inflation if 7t as + 777 * > 1 . In every case (except where B has 
an Internally Balanced Economy) the receipt of reparations by 
B will mean an inflation of B’s income if 7 r w + 7r bs < 1 , no change 
if 7i a, + Kb* = 1 and actually a deflation if 7r as + 7r bs > 1. In 
every case 3 (except where one or both countries have an Externally 
Balanced Economy) the transfer will cause an unfavourable 
movement in A’s balance of payments if rr as + n bs < 1 , no move- 

1 The reader can work out for himself from the equations given in Table I 
what the multipliers would be if it were assumed that only a proportion, k a , of 
the reparations caused a “ spontaneous ” decline in A’s domestic expenditure 
( — D at = k m L a ) and that only a proportion, of the reparations caused a 
“ spontaneous ** increase in B’s domestic expenditure ( Db , — k b L t ). 

* Assuming in the special case of row (3) of Table VI that y* > 0. 

9 Assuming in the case of row (4) of Table VI that n mp -f v ip < 1. 



Polic 



Notes. — See bottom of Table XI, p. 19. 
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ment if tto, -f 7r&, — 1 and actually a favourable movement if 
n T at + nb, > 1 . Clearly the size of 7 r„ + 7 r bs is of crucial import- 
ance. 

A little reflection will show the reasonableness of the above- 
mentioned conclusions. We are assuming that the transfer L, 
causes a primary decrease in domestic expenditure in country A 
of L t and a primary increase in domestic expenditure of country 
B also of L t . (1 — 7Tas)L 3 therefore represents the direct reduction 
in country A’s demand for country A’s goods and 7 r b 3 L s the direct 
increase in country B’s demand for country A’s goods, i.e., a 
total direct reduction in demand for country A’s goods of 
(1—7 r a , — 7 r bt )L t . Similarly, there will be a total direct increase 
in the demand for country B’s goods of (1 —7 — 7 T bs )L 3 . And 
there will be a direct decrease in country A’s imports of 7 and 
increase in country B’s imports of 7 i.e., a direct improvement 
in country A’s balance of trade of (770, + 7 Tbs)L t . If, therefore, 
nat + TTb* = 1, there will be an immediate change in the balance 
of trade equal to L, and no net primary change in the total 
demand for country A’s goods or for country B’s goods ; and there 
will thus be no further repercussions on national income. And 
if Vas + vb$ were actually > 1, there would be direct improve- 
ment in the balance of payments of A greater than L s and there 
would actually be a direct net increase in the total demand for 
country A’s goods and a decrease in the total demand for country 
B’s goods, so that there would be a resulting inflation in country 
A’s income and deflation in country B’s income. And vice versa 
in the more normal case in which tt^ -f tt^ < 1 . 

VIII. Conclusion. Comparison with Professor Machlup’s 
“ International Trade and the National Income 
Multiplier ” 

I have to confess that I had worked out my formulae before I 
read Professor Machlup’s admirable study on this same subject ; 
and in many respects I find that I have merely repeated his 
earlier work. I have nevertheless considered it worth while 
publishing my results for a number of reasons. 

First, Professor Machlup does not make room for State 
revenue and expenditure in his analysis, and he assumes away all 
secondary effects of changes in national income upon investment. 
I do not make such severely simplifying assumptions. But this 
difference is purely formal. If Professor Machlup’s factor s is 
defined in the same way as my factor A, this difference disappears. 
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But, secondly, there is a more important difference between 
his marginal propensity to import (m) and my marginal propensity 
to import (tt). He relates the marginal propensity to import to 
the national income, whereas I relate it to what I have called 
domestic expenditure. He says that of any unit increase in the 
national income a proportion, s, will be saved, a proportion, c, 
will be spent on home-produced goods and services and a propor- 
tion, m , will be spent on imported goods, where s + c + m = 1. 
I say that a unit increase in the national income will, as to a 
proportion A, not lead to any increase in domestic expenditure 
whether for public or private consumption or investment, and 
that of the increased expenditure (1 — - A) a proportion (1 — it) will 
be spent on home-produced goods and the remainder tt on imports. 
Thus, subject to the difference between s and A to which reference 
has been made in the preceding paragraph, Professor Machlup’s 
s = A, c = (1 — A)(l — tt) and m = (1 — \)tt. 

I claim an advantage for my notation. Professor Machlup’s 
notation suggests that a person who has more income decides 
whether to spend it on savings, home products or imports much 
as he might decide whether to spend it on apples, oranges or nuts. 
I divide the decision, I believe more realistically, into two parts. 
There is first the set of factors which determines whether an 
increase in the national income shall lead to an increased expendi- 
ture on goods and services or not. This decision depends upon 
matters such as the r$te of direct and indirect taxes, State policy 
as regards the Budget surplus or deficit, rates of unemployment 
benefit and the sensitiveness of the demand for capital goods to 
an increased demand for final products, as well as upon those 
factors such as the rate of interest and the distribution of income 
which determine private savings. But when this decision has 
been made there is a second question whether the extra goods 
which are purchased for public or private consumption or invest- 
ment should be purchased abroad or at home ; and here a quite 
different set of factors is at work, namely, whether home goods 
or foreign goods are “ inferior ” or “ superior,” whether they are 
complements or substitutes, whether the price relationship is 
favourable to imports or not, and what commercial policy is 
adopted. To relate imports to the total domestic expenditure 
and total domestic expenditure to the national income brings 
out this distinction. 

A third difference is to be found in the fact that I have tried 
to discuss the “ multiplier ” problems of the total balance of 
payments and not only of the balance of trade. By allowing for 
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“ induced ” foreign lending (in my terminology) as well as for 
“ induced ” imports, I have tried to give a more extensive scope 
to the “ multiplier ” formulae. I have allowed everywhere as 
much for the effects of income changes on foreign lending as for 
their effects on trade. And this, as will be seen from the relevant 
equations, makes a substantial difference to the results. For 
whereas a unit of “ induced ” foreign lending has the same 
immediate effect upon the balance of payments as a unit of 
“ induced ” imports, the ultimate effect is quite different because 
they have quite different “ multiplier ” effects within the country 
receiving payment and lead, therefore, to quite different foreign 
repercussions so far as the paying country is concerned. 

There remains the fourth and most substantial difference 
between Professor Machlup’s treatment and my treatment of 
these problems, namely, that Professor Machlup, like other 
authors on this subject, deals only with what I have called Neutral 
Economies. I have dealt also, wherever relevant, with the differ- 
ence made to the formulae by assuming Internally or Externally 
Balanced Economies in either or both of the countries concerned. 
Indeed, the main point of the particular examples examined in 
Section VII is to underline the importance of these alternatives. 
The detailed application is bound to appear somewhat involved ; 
but the guiding principle is clear. Something happens in A 
(a depression or a shift of demand) to cause a reduction in the 
demand for B’s products. How will B react ? Will she let her 
national income decline until a new equilibrium is reached with 
a lower level of employment but a somewhat reduced adverse 
balance of payment? Or will she reflate her national income, 
thereby exercising an inflationary pressure on A and exacerbating 
the balance of payment difficulty ? Or will she take positive 
measures to carry her internal deflation to the point of removing 
entirely the strain on her balance of payments, thereby exercising 
a deflationary pressure on A ? The multiplier technique is 
applicable in all three cases, though the results are very different. 
For each practical problem we must be careful to select the most 
appropriate assumption. 

J. E. Meade 

London School of Economics. 



MORALE, MILITARY AND INDUSTRIAL 

I 

1. Me. Herbert Morrison has stressed the need for what the 
army calls “ man management.” “ It is quite wrong,” he said, 1 
“ to think that the problems of twentieth-centuTy industry mainly 
revolve round profits, or supply of fuels and materials, or mech- 
anisation. The number one problem of industry is how to en- 
courage and assist human beings engaged in industry to give all 
they are ready and eager to give if they are righly led and rightly 
inspired. The proper study of management is man.” In an 
earlier address 2 he said : “ Lord Montgomery gave more and 
more of his time as the war went on to human relations, and 
depended more and more on his staff to carry out tasks which 
used to be regarded as the business of the old style commander- 
in-chief. How far has industry got in swinging over from the 
conception of management as a financial and physical function to 
the conception of management as essentially leadership of men 
and women ? I wish I could feel that we are going into this battle 
of the balance of payments as well trained and with as high a 
morale as we went across to Normandy.” Such observations 
suggest that it would be useful to set down one man’s impression 3 
of some of the influences that made for or against willing work in 
the war-time army ; and to suggest some applications to work in 
civil life. 

2. Such an enquiry offers the interest of the comparative 
method, because in the war-time army men were at work without 
two of the usual spurs to effort : there was little or no wage- 
incentive, and there was no fear of the sack. It may be said 

1 In an address at Birmingham, reported in The Times of March 15, 1948. 

2 Also at Birmingham, reported in The Times of October 14, 1947. 

2 “ Whenever he (the economist) occupies himself largely with conditions 
and motives, the manifestations of which are not reducible to any definite standard, 
he must forgo nearly all aid and support from the observations and the thoughts 
of others at home and abroad, in this and earlier generations ; he must depend 
mainly on his own instincts and conjectures ; he must speak with all the diffidence 
that belongs to an individual judgment.” (Marshall, Principles , Appx. C, § 6.) 
The present paper is based only on the experience of one officer, with one kind of 
unit, and is therefore both restricted in its field of view, and subject to the pre- 
judices of the observer. But friends of wider experience, military or industrial 
or both, have encouraged him to believe that his observations are fairly repre- 
sentative. 
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broadly that in war-time a soldier could earn more by working 
harder only if his harder work gained him promotion or enabled 
him to qualify as a tradesman. Both these steps brought him 
more advantages and disadvantages than a rise in pay alone, and. 
neither provided any automatic connection between effort and 
earnings. In war-time, again, an unsatisfactory soldier was not 
dismissed the service. It is doubtful how far the absence of such 
a sanction was made good by the disciplinary powers given by 
military law. Certainly the presence of rules and punishments, 
even in the background, must have helped to make men feel that 
this was a place where you had to do as you were told. On the 
other hand, the legal form of disciplinary procedure meant that it 
could be directed only against specific acts; lack of zeal could 
not be made the subject of a charge ; and though the thought of 
orderly room might enforce a direct order, it could hardly have 
made the difference, day in and day out, between good hard work 
and mere getting by. — If a civilian employer could not use any 
method of payment by results, or ever sack an unsatisfactory 
workman, what sort of output could he hope to get ? A study of 
the motives which played upon the daily work of the army should 
help to answer this question, and may confirm the effectiveness of 
motives whose working it is not easy to be sure of when more 
evident sanctions are present. 

3. The question about the civilian employer suggests that our 
enquiry may also have a topical interest, because the conditions 
supposed are not so far removed from some around us to-day. 
When tax falls fairly heavily on marginal earnings, and rationing 
prevents wage-earners from buying more of the things they want 
most, then payment by results must lose much of its power, and a 
general rise in rates may even cause the total of work done to fall. 
At the same time, at least so long as inflationary pressure accom- 
panies full employment, the sanction of dismissal counts for 
little, except with those against whom it would never be used. 

4. But it may be objected that the circumstances of an army 
at war are so different from those of peace-time work in civil life 
that there is really no common ground. The men are most of 
them conscripted, separated from their homes, paid a low cash 
wage, and not so much working as training to fight and then 
fighting. On the other hand, they are under military law, dressed 
in uniform, capable of being animated by esprit de corps , or patriot- 
ism, or fighting spirit. Neither the task, nor the motives bearing 
upon it, nor the way of life in which it is set, seems to have any 
close counterpart in civil life. 
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6. We can, however, take that part of a soldier’s life in which 
he is not in battle, but occupied, together with training, in work 
not unlike some kinds of work in industry. The gunner, for 
, example, has his equipment to clean, lubricate and adjust; he 
may have field-works, sometimes extensive, to carry out — gun 
pits to dig, drain, revet, fit out and camouflage ; he has ammunition 
to stack, clean and sort. The tradesmen for the most part works 
at his trade, which may be a recognised trade in industry. The 
driver services and drives his vehicle. All arms have some equip- 
ment to maintain, and their own clothing and quarters or bivouacs 
to keep in order : work which will be regarded as trivial only by 
those who have never had to do it for themselves. Differences in 
the willingness with which such jobs as these were undertaken 
caused striking differences in the showing made by different units. 
They are jobs of much the same kind as are always being done in 
civil life. Most soldiers spent more days of their service on them 
than in battle. They went on day by day in the humdrum 
months and the long dragging years, after the tingle of novelty had 
died down, and the first flush of patriotism had ebbed. It does 
seem possible, therefore, to find much common ground between 
work in the army and in civil life, provided we take the soldier 
in denims rather than in battledress, and so keep to those parts of 
army life which are least affected by war-like excitement and the 
“ servitude et grandeur militaires.” 

6. There is bound to be one difference, however, in men’s 
attitude towards their work in war and peace, that must enter 
into all comparisons. The war is not expected to go on for ever. 
Men will put up “ for the duration ” with conditions they would 
not tolerate indefinitely, and “ getting shut of this lot ” is an end 
in itself. As at a fire, men will waive their own claims and accept 
a subordination they would otherwise resent, for the sake of 
organised action to meet the emergency. The great war aim was 
“ the right to go home ” : in effect, this was work that a man would 
throw himself into for the sake of getting out of it for ever as 
soon as possible. For this reason there must be a doubt how far 
the motives for work which will be taken up here would have 
carried men, if they had not had it in their minds all the time that 
some day it would all be over. On the other hand, the conditions 
in which they were working were in many respects, and especially 
through separation from home, more frustrating than those of 
civil life, and the special incentive may have done no more than 
offset the special hardships. We cannot say ; but what is left in 
doubt is after all not whether certain motives to work did in fact 
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operate, but how effective they would have been by themselves, 
and we are concerned only with the former question. We shall be 
looking, moreover, not at work in special undertakings and 
campaigns mounted for striking objectives, where the thought of 
getting the war over and done with would operate forcefully, but 
only at daily and routine work. 

7. It may be suggested that in patriotism there was another 
special influence. Certainly it could not be left out of any account 
of why men were willing to go to war at all. Like the thought 
that the war would not go on for ever, too, it may at all times 
have been an influence which made some men willing to waive 
their personal claims as they would not be in the ordinary business 
of life. But, in everyday work at least, it seems to have operated 
more as an underlying and unconscious acceptance of the rightness 
of going on, than as an active stimulus to do particular jobs. 
With the Englishman in arms, it is true, one might easily under- 
estimate its power : his hard-bitten cynicism, his lean and hang- 
dog look, his savage contempt for the high-falutin’, forbade 
the facile expression of patriotism, and sometimes suggested a 
disillusionment ripe for revolt ; but an ally who was encouraged 
by this to criticise England would soon discover his mistake. 
That the sense most soldiers had of belonging to their country 
was so deep-laid and unquestioned as hardly to enter into their 
awareness, but left their minds free to keep their grievances 
uppermost, was perhaps the measure of its strength. But, for 
the same reason, it seemed to be, like good health, a general 
and permissive condition for work, rather than a motive. 
Without it, perhaps, work could not have gone on at all; but 
granted it was there, how much work was done day by day 
depended on more immediate influences. 

II 

8. In studying these influences, we shall take first those which 
raised the will to work. Of these, some acted on the soldier as an 
individual, apart from his membership of a unit and his relations 
with his fellows. The strength of the “ instinct of craftsmanship ” 
sometimes came out remarkably. The care which a despatch 
rider would lavish on his motor-bicycle, or a limber gunner on his 
gun; an artificer’s insistence on putting a finish on his work; 
the ingenuity of men put on to construct some “ mock-up ” or 
prototype : recollection provided many instances of the pleasure 
which men can find in work when they see its outcome and that 
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outcome can be identified as theirs. One purpose of “ putting 
the men in the pioture ” was to give a visible form to the outcome 
of their work : to let them see what it was they were doing. 
Closely allied with pride in the product, was a man’s pride in his 
skill, and sense of the status which skill confers. The artificer’s 
motto “ Ubendum, wemendum ” showed his sense of being 
called in, like the doctor, when troubles were too great for ordinary 
mortals to cope with themselves. A skilled man’s touchiness 
about being expected to do work, even incidentally, which an 
unskilled man could do, may have been a recollection of trade- 
union practice, or have expressed his sense of the superior status of 
his own skill; perhaps it was both. Those who had no trades- 
man’s skill might show the same pride in their own attainments 
by a sudden and unforeseen outburst of didactic fury when they 
were put on to instruct novices. Some hardened sinner, well- 
known to the orderly room, detailed to take a group of the unin- 
itiated through the parts of the Bren gun, would fix them with his 
eye, and, between amazement at their ignorance and delight in 
his own mastery, keep them at their stumbling repetitions, until 
higher and more merciful authority released them. The passion 
to instruct (though not the art of instructing effectively) seemed 
fundamental in human nature. 

9. Pride, and hence satisfaction, in one’s work was fostered, 
even where no special skill was really needed, whenever a man 
had a recognised function in the community, and especially if that 
function was signalised by a title. A man might work hard at a 
distasteful task, if formally appointed to the office and title of 
sanitary orderly; the status of this function being marked by 
some minor exemptions from general duties. Perhaps the naming 
of the function seemed both to show that it was useful to the 
community, and to imply the presence of a “ mystery.” Such an 
attitude was strengthened if an inspecting officer said a word to 
the man on the responsibility of his work, and how the health of 
his comrades depended on him. In the same way, much enter- 
prise might be shown by a junior N.C.O. appointed Malaria Control 
Officer for his sub-unit. 

10. So far we have been considering influences on the soldier 
as an individual, but the last paragraph touched on his relations 
with his fellows, and we shall now consider those influences which 
seemed to work through the community. Of these none appeared 
more clearly than loyalty to a group. Ideally, this group would 
be small, not more than twelve in number. Its members were 
doing the same work together : for example, they might provide 
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the team responsible for maintaining and manning one gun, which 
was their totem. They spoke of the group as “ the boys.” 
They had settled down together and got used to one another. 
They would back one another up and help one another out. 
They showed great tolerance to one another for any failings that 
did not mean disloyalty ; and a slow-witted man who could have 
been teased would, in fact, be protected, and found the kind of 
job he could do. A good N.C.O., in command of this detachment, 
and living and working with them, was the father of the family ; 
he was the arbiter of their differences, and he gave a lead, but he 
did not have to give many orders. Working together, they would 
share out the tasks, and improvise to meet contingencies, without 
having to be told, and they displayed a cheerful, sociable, seem- 
ingly spontaneous activity. The importance of such a group to 
its members seemed to be sharply increased when the unit went 
overseas and they were cut off from ties of home. To get back 
to it, men who had gone to hospital, and saw relegation to a 
reinforcement unit ahead of them, might break out, sometimes 
before they were recovered, and thumb their way up the line 
again. To move men from one such group to another was a sur- 
gical operation, which the most bureaucratically minded superior 
soon found he had to undertake with care. Where loyalty to a 
small group was strong, it seemed to leave little room for feelings 
of attachment to larger bodies. The units, and even the sub- 
units, which made up the formal organisation, were not necessarily 
social units in the sense that there was much feeling of kinship 
among their members. Men who would never rob a comrade would 
think nothing of stealing from another unit. Loyalty to one 
small group, indeed, sometimes seemed correlative to antagonism 
to or contempt for others. The detachment serving one gun 
would have its jokes about something that had happened in the 
next pit ; but this was as nothing to the incompetence or neglect 
credibly reported of the other half of the same battery ; while no 
scandal was too shocking to be believed of other batteries in the 
same regiment. Such phantasies indicated the pride the group 
took in its own skill and zeal. 

11. In such conditions, competition between groups was a 
powerful motive. But it seemed that such competition was a by- 
product of group loyalties, rather than something attractive 
enough in itself to make men join teams for the sake of taking 
part in it. The success, that is to say, of any plan to use “ socialist 
competition ” as an incentive to work appeared likely to depend 
on whether the teams intended to compete were already live 
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groups receiving the active loyalty of their members, or only 
operational sub-units between which it was convenient to make 
comparisons ; and on whether these teams were in contact with 
each other and therefore opponents in flesh and blood, or only 
the unseen sources of scores reported on paper. 

12. A great economy of effort could be achieved if the opera- 
tional or administrative sub-unit could be made to coincide with 
the group. In effect, this meant giving the group a job and 
leaving them to get on with it. An example may show what was at 
stake. At a gun position, every place in action had to be covered 
by a man at readiness throughout the twenty-four hours : so 
many men at each gun, so many in the command post and at fire 
control instruments. One way of making sure that every place 
was always covered while at the same time each man got his fair 
share of time off duty, was to work out a “ manning detail ” 
showing by name the man who was to fill each place for the period 
covered. Another way was to constitute a group out of which 
each gun team and the like was to be provided, to keep this group 
intact, and to leave the N.C.O. who commanded it to work out his 
own roster. The first method could take account of every casualty 
which was known at the time of the detail being made out ; it 
left no doubt about who was responsible for filling a given post ; 
carefully used, it could equalise the shares of duty and rest 
throughout the Troop, and make the most economical use of man- 
power. But it did n6t work if some actual casualty was unknown 
or overlooked when the detail was made out, still less could it 
take care of those occurring afterwards. The second method 
would work only if the Troop Commander trusted his N.C.O.’s 
to maintain full teams at readiness and deal fairly with their men, 
and if the men were willing to accept some inequality from time 
to time in the incidence of duty and rest between different groups. 
But if these conditions were fulfilled, this method did avoid the 
difficulties to which the first method was exposed, because it 
devolved the executive function to the point where the problem 
arose. For this reason, too, it gave men more interest and 
security. Whether they were on or off, was something within 
their reach, and open to argument if they had a grouse about it ; 
not a ukase from above. The N.C.O. in command of a group 
could do what was needed as the need arose, and could not be 
frustrated by lack of orders, or wrong orders, due to higher 
authority not being in touch, as he was, with the problem on the 
spot : a frustration which made for a spirit of “ I couldn’t care 
less.” Members of the group, having a problem in their own 
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hands, might make a good suggestion which would not have been 
heard of otherwise, or offer to do something extra which they 
would have resented being ordered to do. They would make 
arrangements among themselves to meet minor contingencies — for 
example, to relieve a man who was feeling poorly : “ I’ll stand 
in for him, Sarge.” 

13. The influence of the group depended greatly on its leader. 
This working of leadership appeared as a general principle of 
social interaction, and was by no means a matter of strong person- 
ality alone, but came out also when the man at the head of the 
group was weak. In either case a process of imitation or infection 
set in, and the quality of the whole group approximated itself to 
that of its head. This was recognised in the army by the sayings 
“ Fish goes bad from the head ” and “ There are no bad soldiers, 
only bad officers.” Sacking the major because the cook-house 
was dirty did not merely serve “ pour encourager les autres,’* but 
would often be getting to the real root of the trouble. Where 
the head combined high personal quality with the power of com- 
mand, that is, the gift of making others accept his orders without 
question and want what he wanted, then the influence of leader- 
ship was at its highest. But even where that influence was weaker, 
there still seemed to be in the group an unconscious appreciation 
of what its leader himself really wanted, and this might be under- 
stood better than he understood it himself : so that a mild and 
quiet-spoken man who had high standards for himself might be 
surprised to find himself regarded as exacting, while a fire-eater 
who didn’t really bother could but come and go as the whirlwind. 

14. What has been said about the principle of unconscious 
imitation needs qualification in two ways. First, it seemed that 
a well-knit group could “ carry ** a weak leader, at least at the 
lower levels of command, and provided that the group liked him 
as a man. Once a group had attracted the loyalty of its members, 
and they had become used to working together in certain ways, it 
acquired a gyroscopic stability, and could carry on without pro- 
gressive loss of efficiency, though no doubt it was not so efficient 
as it would have been if better led. A second qualification lies 
in the different influence of personal and impersonal authority. 
In one Troop it was noticed that when the daily orders on the 
board included an order requiring some immediate action by the 
men — a change, perhaps, in the way of cleaning web equipment — 
they did take action, albeit with curses, if the commander from 
whom the order came down was known to them personally, but if 
he was not, they did nothing about it until it was repeated to them 
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by their own officer. Commanders differed widely in their gift 
of the personal touch, of making their personalities felt by those 
far removed from them down the line of command. The more 
clearly an officer was seen and known as a man, the greater his 
power of command. 

15. So much for the spirit of the small group. A more 
general influence was the state of discipline. Lord Wavell has 
defined discipline as “ teaching which makes a man do something 
which he would not, unless he had learnt that it was the right, 
the proper, and the expedient thing to do. At its best, it is 
instilled and maintained by pride in oneself, in one’s unit, in one’s 
profession; only at its worst by a fear of punishment.” 1 It 
will be noted that this definition makes discipline a matter of 
teaching and not of authority and force ; but it is “ teaching 
which makes a man do something,” that is, it is a pattern of 
behaviour which has been instilled into him so that he no longer 
thinks of acting otherwise. Such teaching was given through 
drill and weapon training, but perhaps more powerfully, if 
indirectly, through the very pattern of the day in a unit where for 
everyone orders were orders, and things were not done “ rather 
more or less.” There seemed to be three elements in it at its 
best : the training itself, the response of the man to it, and the 
esprit de corps. The training gave reasons for what was done, 
but was also a drilling, in which repetition moulded habit. The 
man, however, was, not an automaton merely : what was taught 
appealed to his commonsense and self-respect, and he accepted 
it as “ the right thing to do.” In a unit which prided itself on 
its standards, and the outward and visible signs of them, personal 
acceptance of teaching was supported by the strong force of 
social conformity : to do this was “ the thing ” which all the right 
sort did, to do otherwise marked you out as a fool or an outsider. 
“ Spit and polish,” in reason, served a- double purpose here, as a 
practical exercise in the difficult art of getting things exactly 
right, and as showing in smartness of turnout a unit’s pride in 
itself. Discipline, in this sense, included doing what you were 
told, but was a more complex product, and fostered a more 
resilient temper, than “ the ingrained habit of instant and un- 
questioning obedience to orders.” It was not incompatible 
with, indeed strengthened, initiative. It meant that men, 
whether under the eye of authority or not, would feel that a 
certain standard was expected of them, indeed that they expected 

1 In “ The Soldier as Individual,” reprinted in The Good Soldier 
1948), p. 45. 
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it of themselves : that things should be seen to, and kept in 
order, that jobs should be done thoroughly and finished off smartly. 
Among the factors making for willing work, this must stand high. 
It is, indeed, more than a factor, it is a type of man and a way of 
life. The full achievement of it can only be the product of good 
material, skilful handling, and time. 

16. Another general influence was the state of confidence. 

* The trust men had in their leaders ; their consciousness of the 

support of folk at home ; their knowledge of the quality of their 
equipment, and of the strength of supporting arms ; the success 
of recent operations locally; news of the progress of the war 
elsewhere : these things affected men’s spirits and so their appetite 
for work. This was still true, despite a keen nose for propaganda, 
and violent allergy to the pep talk. Perhaps these sceptic qualities 
served to prevent too much volatility, and checked the fall no 
less than the rise. But some differences in confidence there were 
from time to time, and however general and diffuse the influence 
of the higher state may have been, there could be no doubt of the 
inhibiting effect of the lower. “ To lose heart,” after all, is 
almost synonymous for “ to do less.” 

Ill 

17. After the influences which made for willing work, we may 
take some which pulled the other way. Two reasons for with- 
holding effort stood out as depending on the relation in which a 
man felt he stood to those in authority. Of these the first seemed 
to be rooted in a sense of insecurity. A man would seem to sus- 
pect that doing more than he was obliged to would be a sign of 
weakness, a concession which would quickly be followed by 
demands for more. There was no conscious antagonism to 
authority here, or concerted resistance; but a man seemed to 
take it for granted that to keep his own end up he must hold back, 
and avoid giving what was hoped for from him. Those who did 
work keenly would be looked on not so much as blacklegs as 
dupes — “ You’ll learn, chum.” The underlying process may 
have been one of reaction to a sense of helplessness, a fear of being 
pushed around by a powerful and inconsiderate system. Feeling 
liable to be got at, a man would dig his toes in : “ You may push 
me, you may shove, but I’m danged if I’ll be druv.” If he had 
felt he had some voice in his own destinies, or if he were assured 
of being treated justly and having a fair hearing for his complaints, 
then perhaps he would not have felt the need to talk ; but as it 
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was, his feeling seemed to be, “ If you claim the right to order me 
about, very well, if something needs doing you can give me an 
order.’ * That reaction appeared explicitly in a man who felt he 
had been interfered with by the orders of an officious superior in a 
job which he should have been left to get on with in his own way. 
Less consciously, it may have underlain the passivity and unwilling- 
ness of those who felt insecure before an authority which was 
liable to move them about arbitrarily. One symptom of this 
insecurity was perhaps the morbid touchiness which some men 
showed about anything, however trivial, which might savour of 
discrimination or inequality. This might be accounted for simply 
by jealousy ; but there seemed also to be this train of thought, 
that if I accept another man’s being treated differently from me, 
even if my own interests don’t directly suffer by it, I have sold the 
pass, I have admitted that men can be treated separately and there- 
fore arbritarily and not solely by a common rule. When the time 
came for release, the stress which men laid on all those in the same age 
and service group being treated alike was plain to see. So much 
was this so, indeed, that to one observer at least it seemed that if 
men had been given the choice of two schemes, in the first of which 
they themselves would be released in March while others of the 
same group would get out in February, while in the second all 
in the group would get out at the same time, but not till April, 
many of them would have chosen the second. The reasoning 
underlying this would have been, if you once admit that one man 
may be treated differently from another in the like case, what 
security has any one man got that he will ever be released at all ? 
In a different way, it may have been the same reaction to in- 
security that was revealed when men expressed a preference for a 
unit with strict discipline, because “ you knew where you were 
with them.” If you came on parade improperly dressed, you 
would certainly be put on a charge, but no less certainly you 
could count on your pass when your turn came round in the leave 
roster. In the same way, a man wishing to pay tribute to a good 
officer might take it as the first thing to be said, that he was fair : 
justice being looked for above all else in the superior, as the 
guarantee of security to the subordinate. 

18. The second reason for withholding effort was closely con- 
nected, and seemed to lie in a sense of cleavage between “ us ” 
and “ them.” Those who felt in this way did not for one moment 
regard themselves as partners in the enterprise of a nation, at war 
or at peace. To say that they had the vote, and the government 
had been returned by the voters, was merely ludicrous to them, 
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for whom it was clear that the country was run solely by people 
they did not specify but found it self-evident to call “ they.” 
This attitude seemed to correspond to an underlying sense of 
personal weakness rather than to any social creed. “ They ” 
were not the bosses, the idle rich or the brass hats ; if any identi- 
fication were needed, they were “ the big boys ” : the powerful 
ones, the ones on the inside, the big shots with education, who have 
the know-how and run the country. The attitude towards 
“ them ” was ambivalent accordingly. On the one hand, “ they ” 
had the knowledge and the power, and therefore the responsibility : 
it was their job to see that everything went well, and their resources 
were unlimited. But, on the other hand, “ they ” might be 
incompetent, or just not care, and you were a pawn in their hands. 
The attitude was that of a child towards a parent who was all- 
powerful and yet might fearfully disappoint. It corresponded to 
this, that a man who felt in this way was genuinely unable to see 
why he himself should be called upon for any sacrifice. Since 
society was controlled by others without regard to him and his 
feelings, what duties could he owe to it ? And since “ they ” 
were all-powerful, why could they not manage things without 
dragging him into it ? Thus it was that some conscripts, though 
they did not seem to have any doubt that Hitler had to be de- 
feated, and themselves might come from heavily bombed districts, 
still seemed to remain genuinely shocked and indignant that they 
should have been called up, and actually taken awa}^ from their 
homes and jobs. The implication was that “ they ” should have 
been able to stop Hitler without this arbitrary interference with 
a man’s private life and earnings. “ Why pick on me? ” The 
question “ If you and I oughtn’t to be doing this job, who should 
be ? ” was likely to be met with the answer that it all need never 
have happened if “ they ” had wanted to stop it. A man who 
felt like this was evidently not a member of a team. He was 
living in a world over which he had no control nor share in control. 
Those who did control it could keep it in order without calling on 
him, if only they were not incompetent or indifferent. As it was, 
he had been carried off by the press gang, to help “ them ” do 
what was their job and not his. Let them get on with it. The 
attitude described here in its chemically pure form was scarcely 
found in practice except in combination with other attitudes, by 
which a man was drawn towards membership of the community 
in which he now found himself; but it did seem to be a frequent 
source of apparent irresponsibility, of failure to recognise the 
claim of the job. 
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IV 

19. The object of this study has been, by examining some of 
the ways in which men worked when they did not have wage- 
incentives or the sanction of dismissal, to reveal the operation of 
factors whose effects, if any, it would otherwise be hard to dis- 
entangle. So far as the action of any such factors has been 
brought out, some reason has been established for believing that 
the policy which makes the best of them is itself really effective, 
even when it cannot be proved so by separate measurement of 
its results. 

20. One who accepts the findings of this study as somewhere 
near the mark will therefore approach the problem of willingness 
to work in civil life with certain expectations, though also with 
awareness of the difference in the settings. The most general of 
these expectations is that the non-monetary motives for working 
are in fact powerful. No one who has experienced the way in 
which men could and often did work in the army can regard it as 
hard-headed and realistic to say, that when you have cut out 
transient emotions and high-falutin’ principles, all that really 
matters to the worker is his wage-packet. Of course this does 
matter, but it seems to be only part of what matters. A job 
cannot be regarded only as so much work to be done for so much 
money, but must be seen and handled as a social situation in which 
there are many relations between the worker, his mates, his 
supervisors, his home and his pay. Influences other than the 
wage-incentive seem likely to be not merely propitious, as estab- 
lishing the sort of climate in which the wage-incentive can take 
hold, but themselves as strong as, or sometimes even stronger 
than, the wage. Nor will it seem likely that the effectiveness of a 
wage-incentive system can be considered apart from the social 
setting into which it is to be introduced, and how the way in 
which it is introduced affects that setting. 

21. Another inference is that human relations are vital to 
efficiency, and have a first claim on the attention of management. 
On this view, every one who is in charge of any group of workers 
must be judged by his ability to handle men as well as by bis 
technical attainments. Such ability cannot be thought of as 
innate, or to be picked up as one goes along, but needs training 
specially planned and provided to develop it. One of the first 
jobs of top management appears as keeping personal touch with 
“ all ranks under command ” ; and this is no less important than 
financial and technical administration— indeed it is a special 
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function of the man at the top, as distinct from his staff. In the 
same way, the state of discipline of a business seems to call for 
no less planned action than its equipment and lay-out : what 
measures shall be taken for the induction and training of entrants, 
for fostering pride in the firm and the job, and for instilling the 
habit of giving and expecting nothing but the best ? 

22. To these general reflections we may add some illustrative 
detail, (i) A man can hardly take a pride in his handiwork if 
his job gives him little scope for skill, other than repetitive dex- 
terity; or if it is only one of a sequence of jobs on the same 
material, so that he cannot point to any product as his own. But 
these obstacles may be overcome to the extent that one can dis- 
play the margin of skill left in the job — for instance, by records 
of stoppages, or waste, or rejects — and make it clear that such 
skill is appreciated. Again, to provide information about what 
products are being made and what output is being achieved gives 
everyone concerned the power to point to something as the thing 
he makes : this seems to be one of the purposes of “ putting them 
in the picture.” However mechanised and repetitive the job 
one worker does, the product of the whole team of workers is still 
bound to be a craft product, and a worker can feel himself a 
craftsman to the extent that he identifies himself with the team ; 
so that all measures which foster a sense of his being a necessary 
member of the team, also give him more scope to feel pride of 
craftsmanship, (ii) “ Putting them in the picture ” seems likely 
to do good also on other grounds. By showing the concern of 
those at the top to let everyone know what is going on, and 
especially by stating the reasons for orders or changes, it shows 
that the managers are thinking of the worker as a human being 
and not as a hand paid to do a task whose purpose is not his 
concern. It therefore seems likely to help to reduce that anxiety 
about being treated inconsiderately and impersonally, which it 
was suggested caused insecurity and the holding back of effort. 
In this respect, giving information may be worth while even though 
when the “ gen ” is there not many workers take much notice of 
it. By helping workers to feel that they are “ in the show,” it 
may also help to break down the assumption that it is “ they ” 
not “ we ” who are responsible for what is being done, (iii) Pride 
in status is supported in various ways. There seems to be virtue 
even in a name : the change from “ rat catcher ” to “ rodent 
operator,” though barbarous in one way, may mark a sense of the 
importance of the post, and so the heightened responsibility of the 
man who holds it. The professional — that is, the interested and 
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responsible — attitude towards a job, may grow as that job becomes 
recognised and named as a distinct function. The development 
of instructors in Training Within Industry may help in this way. 
Where status cannot be given to jobs, it may attach to experience 
and length of service, and the publishing of pictures and bio- 
graphies of workers seems useful here. 

23 . (iv) The feelings which centre upon “ pride of unit ” and 
smart turnout in the army may have some counterpart in civil 
life, in satisfaction derived from the reputation of a firm and the 
cleanliness and brightness of its grounds and buildings. It seems 
likely that attention to the latter, as the outward and visible sign 
that “ we do a good job here,” will increase the satisfaction which 
the worker finds in his job, even when it makes no difference to 
his actual working conditions, (v) Some branches of manu- 
facture may offer a choice between organising departments 
according to process or according to product : each process may 
be concentrated into one department, or the department may be 
set up to contain most of the processes which go to the making of 
a given assembly or product, even though this means that the 
same process will now be carried on separately in several depart- 
ments. The experience reported here gives some reasons for 
expecting the latter to be the method which will suit human 
nature best; though the technical economies of concentrating 
processes may often be too great to allow of it. Under it, the end 
product is within sight of those engaged on particular processes, 
who thus have more chance to feel that they are really making 
something, instead of only going through certain motions. Those 
engaged in the various jobs can see how these fit— or sometimes 
fail to fit — into one another, and may develop a team spirit. The 
frustration of being held up by other people's shortcomings is 
avoided so far as the supplies of components or the links in a chain 
of processes are brought together for one team to maintain, 
making its own internal adjustments as necessary. The depart- 
mental leadership is given more executive freedom and less chance 
to put the blame on someone else, (vi) The great value which 
men attach to fairness in those over them suggests the great im- 
portance of the judicial frame of mind at all levels of management, 
in all issues which arouse men's feelings of equity. No one wants 
to be unjust, and what comes up for comment here is not the 
virtue of justice, but the way in which the evident intention to 
rate justice very high may affect men's will to work. That inten- 
tion is shown by willingness to take much trouble over individual 
cases, even where the amount at stake is small ; and by giving 
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special weight to equity, where that conflicts with other grounds 
of an executive decision. Such scrupulousness may be expected 
to reduce men’s insecurity, and so release their energies from self- 
defence. Recent suggestions for explicitly recognising the judicial 
function of management, and providing a distinct body to exercise 
it or advise on its exercise, are on this account to be welcomed. 

24. A final reflection must be stated briefly. Experience of 
how much enjoyment and satisfaction men can find in their 
working life when their “ real income,” or “ standard of living,” 
as we economists would measure it, is very low, suggests 
a doubt whether we are not missing a good half of the target 
altogether, when we take the end of policy to be the maximising 
of a welfare which begins only when work stops. 

E. H. Phelps Brown 

The London School of Economics. 



THE PROPORTIONAL PERSONAL-INCOME TAX AS AN 
INSTRUMENT OF INCOME CREATION 

Many economists believe that deficit spending is a more 
powerful means of income creation than is taxation in general . 1 
Comparison between these two methods, each of which includes 
a wide variety of possibilities, is not conclusive. There are at 
least several situations in which the opposite conclusion is correct. 
This paper establishes the income-creating power of the pro- 
portional personal-income tax and indicates when this tax is a 
more powerful force than deficit spending. The problem here 
considered is how to fill a constant deflationary gap and to main- 
tain a satisfactory level in income for the long run. The solution 
presented in this paper is that deficit spending minimises the 
government outlay for the short run, and that the proportional 
personal-income tax may do so in the long run. 

The development of the argument falls into three stages. 
First, the income-creating power of the proportional personal- 
income tax must be established for all degrees of elasticity in the 
demand and supply curves of saving and investment in the long 
run. It will be demonstrated that a tax outlay which may vary 
depending upon the shapes of these curves, but which no matter 
what their shape remains fixed, can close the given deflationary 
gap. Second, the government outlay which is necessary under 
continuous deficit spending is set forth. In the short run the 
current government outlay will be seen to equal the current 
deficit which closes the gap, because the interest charge on the 

1 G. von Haberlor, “ Some Observations on the Murray Full Employment 
Bill,” Review of Economic Statistics , August 1945, pp. 106-9. 

Alvin II. Hansen, Fiscal Policy and Business Cycles , New York : Norton, 
1941, pp. 179, 182-3. Economu Policy for Full Employment, New York : McGraw- 
Hill, 1947, pp. 188, 282. “ Three Methods of Expansion through Fiscal Policy/ 1 

American Economic Review , vol. xxxv, no. 3, Juno 1946. 

Seymour E. Harris, National Debt and the New Economics , New Y ork : McGraw- 
Hill, 1947, pp. 100, 101. 

Richard A. Musgrave, “ Fiscal Policy, Stability, and Full Employment/* 
Public Finance and Full Employment , Washington : Board of Governors of the 
Federal Koserve System, 1945, p. 12. 

Paul A. Samuelson, “ Simple Mathematics of Income Determination/* 
p. 146, and Kobert L. Bishop, “ Alternative Expansionist Fiscal Policies, a Dia- 
grammatic Analysis” (pp. 317-40). Income , Employment and Public. Policy , 
New York : Norton, 1948. 

Paul A. Samuelson, Economics , aw Introductory Analysis , New York : McGraw- 
Hill, 1948, p. 443. 

All of these authors fail to distinguish adequately between the short-run and 
the long-run aspects of this problem, 
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growing debt is a negligible sum. In the long run, however, the 
mounting interest cost raises the total government outlay con- 
tinuously. Third, comparison between these methods is possible 
and will show that deficit spending requires the smaller outlay in 
the short run and that the proportional income tax may involve the 
smaller outlay in the long run. 

I 

To establish the income-creating power of the proportional 
income tax, it is necessary to measure the deflationary impact of 
the tax and to show how this reaction is more than offset through 
the creation of credit. All forms of income creation rest upon the 
expansion in money. Measurement of the deflationary impact of 
this tax in relation to its income creation is possible by means of 
the formulation of the results of the proportional tax in a specific 
situation. This happens to be so placed that the income-creating 
power of the tax in all positions of the determinants may be 
gauged from this one formula. 

This unique situation, in which measurement of the income 
creation of the proportional tax is possible, depends upon several 
assumptions, (a) The short-run deflationary aspects of the tax 
which disappear in time are offset by temporary deficit spending. 
That is, the discontinuity between tax receipts and outlay, the 
uncertainties of the initial impact of the tax and the over-estima- 
tion of its depressing effect are counterbalanced at the outset by 
deficit spending ; so that the satisfactory level in income is main- 
tained while the taxing programme is going into operation. 
Under this assumption no further deflation in addition to the 
initial gap develops by means of the multiplier. (6) All the 
determinants remain fixed after the initial deflationary gap has 
been foreseen. That is, the new positions of the consumption 
function and the schedules in saving and investment remain 
constant. 1 (c) The schedule in the marginal efficiency of invest- 
ment is assumed to have an elasticity of unity throughout. This 
makes the formulation relatively simple. ( d ) The supply schedule 
of saving and investment is assumed to be infinitely elastic over 
the relevant range. Infinite elasticity in the supply schedule, of 
course, means that the banking system can expand credit at the 

1 This assumption is necessary methodology because measurement of the 
impact of the tax would bo impossible if the consumption function and the 
schedule of saving and investment were free to shift on their axes. This does not 
imply that these schedules remain unchanged in reality, for it is well known that 
there is a secular rise in consumption and cyclical fluctuations in both consumption 
and investment. Of course, the theory of deficit spending is based on the same 
assumption. 



58 


THE ECONOMIC JOURNAL 


[MARCH 


equilibrium price net after tax without developing a bottle-neck. 
These last two assumptions enable us to measure the amount by 
which the tax reduces investment as well as the increase in credit 
which flows into the space made available by the decline in 
individual saving. Deficit spending also rests upon the elasticity 
of bank credit, (e) The collection and expenditure of the tax 
take place in the same income period. This assumption enables us 
to include in the formulation the tax outlay together with the 
decline in the consumption of taxpayers and the reduction in 
investment. (/) There is the final assumption that the economy 
is sufficiently mobile to adjust to the tax outlay. As will be seen 
later in this section, the tax outlay must be either consumed or 
devoted to expanding private investment, depending upon the 
elasticity of the marginal efficiency of investment, and the factors 
of production must be free enough to follow this outlay. After 
all, this is also necessary for deficit spending . 1 

Let us now formulate the income-creating power of the pro- 
portional personal-income tax in this unique situation as deter- 
mined by these assumptions. Let the satisfactory level in income 
before the appearance of the deflationary gap be Y and the gap be 
gr. Then the level in income would fall to Y — g in the next 
period if the gap were not closed by a temporary deficit. Will the 
imposition of the proportional-income tax make the deficit un- 
necessary? Let the tax rate be t , and so the receipts are lY . 
This reduces the consumption of taxpayers along the consumption 
function. Let AP be the average propensity of individuals to 
consume which is correlated with the income level, Y , and let mp 
be their marginal propensity. 

The question now arises, what is the impact of the proportional 
tax upon investment ? The answer is in two parts. The result 
of the tax upon the supply price of investors must be calculated, 
and then the profitable investment estimated. The previous 
assumptions make the answer possible. 

As regards the impact of the tax upon the supply price of 
investors, investors raise their price sufficiently to cover the tax . 2 
Thus they receive the same return net after the tax as before its 

1 The apparent unreality of these last two assumptions is mitigated for the 
present analysis because this paper stresses the long-run adjustments. 

* There is no need for investors to invest, and if the expected return does not 
cover the elements in their supply price they can hoard the funds. The later 
argument, furthermore, is strengthened by taking the most deflationary impact 
of the tax. If the argument is correct for this situation, it is even more correct 
should investors not raise their supply price to cover the tax. Report of the 
Committee on National Debt and Taxation , The Right Hon. Lord Colwyn, chairman. 
London, 1927, pp. 130-1, 144, 150-1, 158-61, 169. 
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imposition. Since the supply schedule is infinitely elastio, the pro- 
portional tax raises the schedule equally over the relevant range. 1 
Let j be the normal-supply price of investors before the tax, and 

c be the gross return after the tax. It follows that e = — , 2 

1 t 

By hypothesis the schedule in the marginal efficiency of invest- 
ment has an elasticity of unity, which means that the multiplica- 
tion of the supply price and the related investment is always a 
constant. The rise in the supply price of investors which results 
from the tax causes an equal and opposite change in investment. 3 
Thus investment after the tax is (1 — t)(Y — APY). 

It is now possible to list the components of the national 
income after the tax has been imposed. These items are : the 
consumption of taxpayers, the profitable investment and the tax 
outlay, which of course must entirely enter the income stream as 
does a current deficit. 4 

The expression tY(AP — mp) states the income-creating power 
of the proportional tax under the given assumptions. When this 
expression is equivalent to the deflationary gap, the level in 

1 See diagram page 64. The tax raises each supply price tho same amount, 
as is indicated by the dashed line. If MN had a positive slope then the dashed 
line would have an even steopor slope, and the supply prices would be raised 
by different amounts. 

* The gross return equals the normal price plus the product of the tax and the 
gross return : e *= j -f- et. 

* Before the tax tho supply price is j and investment Y — APY. After the 

tax, the former becomes so that the latter must change to (1 — t) 

(Y — APY). Their product is still the same. 

4 Thero are two ways in which tho deflationary gap can appear, as a decline 
in either consumption or investment. The consumption function or the schedule 
in the marginal efficiency of investment may drop ; we must formulate the income- 
creating power of the proportional tax for both these possibilities. Let AP 
be the average propensity of individuals to consume before the appearance of the 
deflationary gap. When tho consumption function shifts down, let tho average 
propensity fall to AP X . The result of the proportional tax may be written as 
follows. Tho consumption of taxpayers is AP X Y — mptY, and investment is 
(1 — t)(Y — APT). By adding tho tax outlay, tY, to these items, we have the 
result of the tax as Y + AP X Y — APY H- tY(AP — mp). The deflationary 
gap is the excess of APY over AP X Y ; and when tY{AP — mp) equals this 
difference the gap has been closed. 

When the gap is the result of a fall in the schedule of investment, lot g bo the 
decline in investment. Investment before the appearance of tho gap is Y — AP Y, 
and afterwards is Y — APY — g. The result of the tax is written as APY — 
mptY , which is the consumption of taxpayers; tY, the tax outlay; and (1 — 0 
(Y — APY — g). This reduces to Y -f tY{AP — mp) f tg — g. When the 
middle two items equal the last one, the deflationary gap has been closed. 

Since a comparison of these expressions indicates that the proportional tax 
is a somewhat loss-powerful instrument of income creation when the consumption 
function declines, them when the investment schedule falls, the argument proceeds 
in terms of the less powerful expression. 
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income is satisfactory and the current deficit has been done away 
with. The question still remains, how was the necessary credit 
expansion brought about? The answer lies in the difference 
between the saving of individuals after the payment of the tax 
and the profitable investment which yields a return high enough 
to cover the tax. In other words, the tax reduces individual 
saving more than it does investment. There is room for the 
profitable expansion of credit at a price which covers the normal 
return in addition to the tax. If this argument is correct, the 
resulting credit expansion should equal the above expression for 
the income creation. Formulation of the difference between the 
profitable investment and individual saving after the imposition 
of the tax shows the two to be the same . 1 

Now that the income-creating power of the proportional income 
tax has been established under the given assumptions, it is possible 
to broaden the analysis to include all degrees of elasticity in the 
demand and supply schedules of investment. In doing so, the 
reasons why the foregoing special case was called unique will 
become apparent. It is unique in two respects. First, this case 
serves as a convenient measure of the income-creating power of 
the tax in all other positions of these schedules ; and second, it 
shows that the tax outlay must be devoted to expanding private 
investment when the schedule in the marginal efficiency of invest- 
ment has an elasticity greater than unity. Each respect is im- 
portant and must be explained separately. 

Let us now remove the assumption that the supply schedule of 
saving has an infinite elasticity over the relevant range. As the 
schedule becomes less elastic its slope becomes steeper, and a 
given proportional income tax raises each supply price by a 
constant multiple, i.e., a different absolute amount. The increase 
in the supply schedule which the tax brings about causes the new 
schedule to be more inelastic than the old. Therefore, the more 
inelastic the supply schedule excluding the tax, the less is the 
decline in investment which a given tax causes. The income- 
creating power of the proportional income tax is therefore greater 
the more inelastic the supply schedule . 2 

1 The profitable investment after tax is (1 — t){Y — APY). Individual 
saving after tax equals available income minus consumption. Available income 
is y — tY, and consumption after tax is AP X Y — mptY. The credit expansion 
equals (1 - - APY) — [Y — tY — (APjY - mptY)]. This reduces to 

AP X Y - APY + tY(AP - mp). 

1 See diagram on page 64. As M approaches the X axis, MN still passing 
through the equilibrium point with the demand schedule, the dotted line falls 
more rapidly and has a steeper slope than MN. Hence its intersection with the 
demand schedule lies to the right of its intersection when MN is horizontal. 
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In other words, the supply schedule gives the prices at which 
saving is forthcoming and by how much these prices must be 
increased to cover a given proportional income tax. When these 
prices are low the tax does not raise them very much. This 
means that the marginal efficiency of investment need not be 
raised a great deal to cover the tax. Hence the difference between 
the saving out of available income as determined by the consump- 
tion function and the profitable investment is larger, and the 
banks expand more credit than when the supply prices are high. 

The foregoing analysis of the supply schedule has dealt with 
all degrees of its elasticity from infinitely elastic to absolute 
inelasticity. The question at once arises, Can the schedule have 
a negative slope? The answer is that a negative slope is im- 
possible under assumption D in which the banks can create all 
the necessary credit at the equilibrium interest rate net after tax. 
This means that if the supply price of individuals should rise with 
a decrease in available income, bank credit would flow in to fill the 
gaps between the profitable investment net after tax and avail- 
able savings. Thus the foregoing analysis covers all possible 
slopes in the supply curve of savings. 

Let us next remove the assumption that the schedule in the 
marginal efficiency of investment has an elasticity of unity. It 
may, of course, be more or less elastic. When the schedule has 
an elasticity less than unity, a given proportional income tax 
reduces investment less than when its elasticity is unity. The 
reason for this reaction lies in the concept of inelasticity. It 
means that for a given reduction in investment the marginal 
efficiency rises more rapidly when the schedule is inelastic than 
when it has an elasticity of unity. Hence investment need decline 
less to bring about the rise in the marginal efficiency of investment 
which is necessary to cover a given tax, when its elasticity is less 
than unity than when it is unity . 1 

The conclusion which follows from this analysis is important 
for income creation. The more inelastic the marginal efficiency 
of investment, the greater the income creation, other things being 
equal. The formulation of the income-creating power of the 
proportional income tax in the foregoing special situation, there- 
fore, understates its power in the present situation. 

There remains the possibility that the schedule in the marginal 
efficiency of investment may have an elasticity greater than 
unity. This situation brings the analysis to the second respect 
in which the foregoing special situation is unique. When the 

1 See diagram on page 64. 
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schedule has an elasticity of unity it makes no difference to the 
amount of income creation how the tax receipts are spent. The 
total return received by investors is fixed, no matter what the 
amount of investment. When the elasticity is either more or less 
than unity, the way in which the tax receipts are spent determines 
the income creation. When the schedule is inelastic, the tax 
outlay must be for consumption. If the outlay were to be de- 
voted to investment, the total return received by private inves- 
tors would be diminished. Hence private investment would be 
reduced. To maximise the income-creating power of the propor- 
tional tax requires that the tax outlay be consumed when the 
schedule is inelastic. 

When the elasticity of the schedule in the marginal efficiency 
of investment is greater than unity, the tax outlay if devoted to 
consumption will not create the maximum income. In fact, if 
the elasticity were great enough, income destruction would be 
the result. The reason is that a given tax reduces investment 
more, the greater the elasticity of the schedule. If this reduction 
is large enough, it more than offsets the income-creation which 
results from the transfer of saving of taxpayers to the consump- 
tion of the recipients of the tax outlay^ In this situation the tax 
outlay must be devoted to expanding private investment to 
maximise the income-creating power of a given tax. 

The expansion in private investment may be achieved by lend- 
ing the receipts without charge to private investors on condition 
that they invest a stipulated additional sum and receive the entire 
return. 1 For example, if the marginal efficiency of investment 
has been lowered to 1%, if the normal-supply price is 2 % and the 
tax is 60%, then $3 of tax outlay must be coupled with each 
dollar of private investment. The gross return per dollar is 4% ; 
and after the 60% tax, investors receive the normal return of 2%. 

The question arises, why does private investment expand under 
this program of lending tax receipts without charge? The 
answer rests upon the elasticity in the marginal efficiency of 
investment. When the schedule has an elasticity of unity, the 
lending of the receipts does not expand private investment beyond 
what it would be if the receipts were consumed. In contrast to 
this unique situation, private investment is larger under the 
lending program when the schedule has an elasticity greater 
than unity, because 1>he total return received by private investors 
is larger than without the program. This statement will have 

1 R. F. Kahn, “ The Relation of Home Investment to Unemployment,” 
Economic Journal, June 1931, p. 192. 
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been proved if it can be shown that in equilibrium the elastic 
schedule lies above the one with an elasticity of unity. A glance 
at the accompanying diagram on page 64 is helpful, although not 
conclusive. 

The diagram shows that any schedule that has an elasticity 
greater than unity, and that passes through the equilibrium point 
between investment and the normal supply prf?(e, must lie, to the 
right of this point, above the schedule having an elasticity of 
unity. Over this range of the elastic schedule the total return 
received by investors for any given investment is larger than for 
the schedule having an elasticity of unity. It now remains to 
prove that investment must be larger than the equilibrium amount. 

Under the lending program, investment consists of the tax 
outlay and private investment. Since the equilibrium investment 
is only a small fraction of income, perhaps 20%, a low tax which 
does not raise the supply price of investors much, collects a sum 
which is large relative to this investment. When the return on 
total investment is given to private investors, their investment is 
not much less than the equilibrium investment, since their 
supply price is not much higher. Hence total investment exceeds 
the equilibrium amount. 

In other words, under the lending program the marginal 
efficiency of investment cannot be higher than the normal-supply 
price because private investors would receive excessive profits. 
Competition for the free tax outlay drives investment until the 
marginal efficiency of investment is below their normal-supply 
price. In this situation total investment exceeds the equilibrium 
amount. 1 

1 This descript ion may be proved as follows. Let e be the marginal efficiency, 
P be private investment and j the normal -supply price. Investors raise their 

supply price to The total return which investors receive is 

The latter must equal the former. If we assume that the marginal efficiency 
equals the normal-supply price then total investment equals the income, which is 
absurd. Henco the marginal efficiency must be less than the normal-supply 
price, and total investment under the lending program exceeds the equilibrium 
amount before the tax. 

Let AB have an elasticity of unity and MN be horizontal. Let CD be any 
schedule the elasticity of which is less than unity and which also passes through 
the intersection of AB and MN. Then above MN, CD lios to the right of AB; 
and its intersection with any supply price which covers any proportional tax lies 
to the right of the intersection of AB with the same supply schedule. Let QR 
be any demand schedule the elasticity of which is greater than unity and which 
also passes through the intersection of AB and MN. Then to the right of this 
intersection QR must lie above AB. Hence for all amounts of investment in 
excess of this equilibrium, private inv 3stors receive a total return which is larger 
the more elastic the schedule. 
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In summary, the proportional income tax may be income- 
creating in all positions of the schedules of demand and supply of 
investment. That is, when the demand schedule has an elasticity 
less than unity the tax outlay must be for consumption; and 
when this schedule has an elasticity more than unity the tax out- 
lay must be loaned or invested to encourage private investment to 
maximise the income-creating power of the tax. There is the 
special situation in which the demand schedule has an elasticity 
of unity and the supply schedule is infinitely elastic. The situa- 
tion is unique, for neither form of using the tax outlay is more 
income-creating than the other, and the power of the tax to 
create income in this situation is less than for any other positions 
of the demand and supply schedules. 



When the deflationary gap is closed by the Government’s 
running a current deficit and borrowing the excess saving, the 
government outlay which results from this policy comprises two 
expenditures : the deficit which is necessary to fill the gap and the 
interest charge on the growing debt. Although these two com- 
ponents vary relatively as well as absolutely depending upon the 
environing conditions under which the interest charge is financed, 
the outlay increases indefinitely when the gap is constant. Under 
the assumption ( b ) that the position of the consumption function 
and the schedules of saving and investment are constant, the 
deflationary gap remains indefinitely. Thus the deficit must 
continue in every successive period to prevent the deflation. 
Since the deficit continues endlessly, the debt grows continuously ; 
this in turn causes the interest charge to mount without limit 
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providing the interest rate cannot be continually reduced. It is 
reasonable to believe that the interest rate was at the minimum 
before deficit spending was considered a permanent necessity; 
because otherwise the fall in the rate could have stimulated invest- 
ment and filled the gap. Hence the conclusion is inevitable that 
a policy of deficit spending which must permanently close a de- 
flationary gap requires an ever-growing government outlay. 

The rate of growth of this combined outlay varies with the 
conditions under which it occurs. The following are the more 
important conditions : (a) whether the national income is growing 
as a result of forces which are independent of the policy ; (6) the 
marginal propensity of the government-security holders to con- 
sume; (c) the rate of interest paid on these securities; ( d ) 
whether the interest charge is financed by borrowing ; (e) whether 
the interest charge is tax-financed, and the nature of the taxes. 
These conditions may be combined in various ways. For illustra- 
tion two groups are given, one of which causes a slow rate of 
growth in the government outlay and the other a rapid increase. 

The following combination of conditions causes a slow growth 
in the government outlay. When the income increases at a rate 
which is above the rate of interest, the interest charge may be 
loan-financed without causing a price inflation. When the rate of 
interest on the government debt is low, the government debt 
grows slowly. When the marginal propensity of the government- 
security holders is high, the interest charge helps to close the gap 
and the current deficit need not be much larger than the gap. 

In contrast to this combination is the following. When the 
rate of interest on the government debt is higher than the rate 
of increase in income, the interest charge must be in whole or in 
part tax-financed to avoid price inflation. When the marginal 
propensity of the interest recipients is low, and when the growing 
tax payment to meet this mounting cost comes out of consumption, 
the deflationary gap is actually widened, causing a larger current 
deficit. This in turn makes the debt increase faster and aggravates 
the process. When the mounting taxes also impinge upon the 
supply price of investors, investment is reduced, the gap widened 
and the vicious circle set in motion. Under these conditions the 
government outlay increases rapidly. 

Various other combinations of these conditions are possible, 
but they would serve no useful purpose here. The significant 
point is that no matter what the combination may be, deficit 
spending to fill a constant deflationary gap requires an ever- 
growing government outlay. 

No. 233— VOL. LIX. F 
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III 

Space does not here permit a complete comparison between 
the income-creating power of the proportional income tax and 
that of deficit spending, for two reasons. There are too many 
special situations under each alternative to permit a comparison 
of each with all others ; and there are indirect reactions to each 
method which thus far in this paper have been omitted. Such 
indirect reactions may include the following : an upward shift in 
the consumption function as a result of increasing liquidity due to 
the growing debt ; an upward shift in the consumption function 
as a result of the knowledge that higher taxes will come if one does 
not spend; deflationary fears from an ever-growing debt; and 
over-estimations of the tax burden. These matters must be 
considered before a final decision is possible. 

In addition, several criteria for comparison are important for 
a final choice. There is the initial question of which method is 
the more politically acceptable ; then, which of the two is more 
easily administered ; and lastly, which creates the more income 
in the long run ? This last question is the only one which is treated 
here, because it seems to me the most fundamental. 

The previous sections have indicated that when the deflation- 
ary gap is a given amount, the tax outlay necessary to close this 
gap is a fixed sum in all situations of demand and supply ; while 
the government outlay necessary to fill this gap by deficit spend- 
ing increases indefinitely. Since the necessary tax outlay exceeds 
the gap, and since the initial deficit equals the gap, we reach the 
following conclusion : in the short run the government outlay 
required to fill the gap is smaller under the policy of deficit spend- 
ing than under the method of the proportional income tax ; in 
the long run the reverse is true. Of course the period during which 
the government outlay under deficit spending is less than the 
tax outlay varies with the assumed conditions; but the final 
result is the same. 

This conclusion, nevertheless, must be modified for the long 
run when the deflationary gap is assumed to be a constant propor- 
tion of a steadily rising income instead of being a fixed amount. 
In a given situation which is particularly favorable to deficit 
spending the government outlay may never in the long run exceed 
the tax outlay. In this given situation there are the following 
assumed conditions : income is increasing at a constant percentage 
rate which equals the rate of interest ; the growing interest charge 
on the ever-expanding debt is financed by proportional income 
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tax ; the interest charge on the growing debt is a mere transfer of 
income, which is neither income-creating nor income-destroying ; 
the schedule of the marginal efficiency of investment has an elas- 
ticity of unity and the supply schedule is infinitely elastic. Under 
these assumptions the government outlay under deficit spending 
approaches the limit of twice the gap, while the tax outlay may 
be more than this unless the slope in the consumption function is 
steep enough . 1 

Perhaps the only general conclusion to which this analysis 
leads is that comparison between the two methods of income 
creation, taxation and deficit spending, is too inclusive to be 
significant, and comparison must be on the basis of specific 
situations. 

Joshua C. Hubbard 

Bryn Mawr College, 

Bryn Mawr, Pa. 

1 Proof is as follows. Let 8 be the constant percentage of income which states 
the deflationary gap. The current deficit must be the same percentage of income 
because there is no leakago through the interest charge. Since the debt income 

ratio approaches ~ (where r is the constant rate of increase in income (E. D. Domar, 

“The 4 Burden of the Debt* and the National Income,” American Economic 
Review , xxxiv, December 1944, pp. 808-10)), and since the rate of interest also 
equals r, the interest charge approaches s% of income. Hence the government 
outlay under deficit spending in this special situation is 2«% of income. 

Continuing the analysis of section I we have t(AP — mp) = 8 because the 
constantly increasing income cancels out of the equation. Hence, when the 
difference between the average propensity and the marginal propensity equals 
one half, the government outlay under both methods is the same. If the differ- 
ence between the propensities is more than one half, the tax outlay is the smaller 
of the two. 



MR. HARROD’S DYNAMICS 1 


No one will disagree with Mr. Harrod that modern economic 
theory lacks, and badly needs, a system of analysis dealing with a 
dynamic society. Keynes’s General Theory of Employment broke 
through the husk of static analysis, but, apart from some obiter 
dicta, scarcely developed any theory of long-run development. 
Mr. Kalecki’s pioneering work has been very little followed up 
(Mr. Harrod makes no reference to him) ; many others have shot 
at a venture into the mists, but we have no systematic body of 
long-run dynamic theory to supplement the short-period analysis 
of the General Theory and to swallow up, as a special case, the long- 
run static theory in which the present generation of academic 
economists was educated. Mr. Harrod has boldly set out to 
sail these uncharted seas, and there is no doubt that he has under- 
taken a voyage of the greatest interest. Unfortunately his 
exposition is so idiosyncratic, and the matter is so closely packed 
in the small compass of five lectures, that his book is extremely 
hard to follow (the original audience of the lectures must have had 
a strenuous time of it). In this article I shall attempt to give an 
outline of what I understand him to be saying, omitting his 
algebra, and somewhat re-arranging his order of presentation. 

As is natural in a discussion of this kind, the level of abstrac- 
tion is high. What sort of world does Mr. Harrod contemplate ? 
First of all we must notice that he takes a high line with the 
index-number problem. He operates throughout with a “ con- 
stant goods-value of money” and deals with quantities of 
output, real income and capital without any reference to 
changes in their composition in terms of concrete commodities. 
He is dealing with a world in which output and consumption 
per head are rising through time, and productive technique 
is improving. Thus it is natural to suppose that new com- 
modities are constantly coming into existence, and new types 
of machinery must certainly be coming into use. He does not 
discuss what, in such a case, a constant value of money means, and 
for purposes of the present discussion we must follow hiin in 
leaving this skeleton locked up in the cupboard. 

Next, his world is dynamic in the sense that continuous change 

1 R. F. Harrod, Towards a Dynamic Economics, London : Macmillan, 1948. 
Pp. 169. Is. 6 d. 
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is going on through time, but it is a world without history. Every 
change that took place in the past was digested, so to speak, as it 
occurred. Time rolls on in a homogeneous stream, and it makes 
no difference at what point we dip into it. Also it is a world 
without politics. There are no conflicts of interest within society, 
and almost no influence of the social environment upon individual 
behaviour. At the same time it is a capitalist world, with entre- 
preneurs, rentiers and workers, and with a monetary and fiscal 
system. The greater part of the argument is confined to the 
problems of a closed economy. 

The first question which Mr. Harrod examines is whether there 
is any natural tendency for the propensity of the community to 
save to adapt itself to the rate of capital accumulation required to 
sustain a steady expansion in production. 

What is this “ required ” rate of accumulation ? There are no 
arrears of investment needed to adapt the stock of capital to 
changes which have occurred in the past (no war-damage to make 
good, no revolutionary new discoveries not yet fully digested into 
productive technique). Change, however, is going on currently. 
The population may be growing, and technical progress is taking 
place. Mr. Harrod simplifies the problem by postulating that any 
change which is going on takes place at a steady rate. He puts 
diminishing returns from land on one side as a problem which 
would complicate the argument out of proportion to its importance. 
For the purposes of the first stage in the analysis he assumes a 
constant rate of interest. Now, in these conditions there is a 
certain rate of increase in total output which is possible, with 
continuous full employment (full employment being interpreted 
in a loose sense, admitting of adequate flexibility in production). 
This rate of expansion depends, with a constant rate of interest, 
upon the increase in working population and the increase in output 
per head due to technical progress. Mr. Harrod calls this the 
“ natural rate of growth 99 {On). It is important to be clear that 
it is not natural in the sense of being the rate of growth which will 
tend to come about under the free play of economic forces. It is 
rather to be understood as the maximum rate of growth which the 
underlying conditions make possible. 

This rate of growth requires a certain rate of capital accumula- 
tion. Let us look at the two components of the rate of growth 
separately. If technique is unchanged whil^ population is 
growing, output per head is constant (diminishing returns from 
land having been ruled out). Investment is required to equip 
growing numbers with the already prevailing amount of capital 
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per head. If population growth takes the simple form of a 
constant proportional rate, x% per annum (age composition and 
the proportion of workers being constant), then capital accumula- 
tion at the rate of *% of the amount of capital will give the 
required expansion. Each year the increment of numbers is 
larger than the year before, the required value of net investment is 
larger than the year before, and the value of replacements of capital 
is larger than the year before. (In Mr. Harrod’s world, with time 
but no history, there cannot be any indestructible equipment. 
With constant technique and a given rate of interest, there is a 
given length of life of capital goods, which determines the annual 
amount of replacements required . ) If investment at the right rate 
is carried on (thriftiness being such that consumption per head is 
constant) national income, gross and net investment and total 
consumption all expand at the same rate, and the proportion of 
workers engaged on new investment, on replacements and on 
production of consumption goods are each constant. 

Now consider technical progress with a constant population. 
Changes in technique may alter the ratio of capital to output (at 
normal-capacity working). Mr. Harrod divides inventions and 
improvements into neutral, capital-using and capital-saving, 
according as they cause the ratio of capital to output, at a constant 
rate of interest, to remain unchanged, to increase or to diminish . 1 
In Marxian language, with neutral technical progress the organic 
composition of capital does not alter. With capital-using progress 
(which Marx assumed to be the rule) the organic composition of 
capital is rising through time. 

Mr. Harrod makes great use of the conception of neutral 
technical progress, and we must pause to examine what it means. 
It does not entail that every invention is neutral, but that inven- 
tions are neutral on balance. Neutral progress in Mr. Harrod’s 
conception results from an equal rate of increase in output per 
head at all stages of production. To reduce the conception to its 
simplest possible form, and to keep the index-number problem 
safely immured, let us imagine that production can be divided into 
two departments — making machines and making final output with 
the aid of machines, only one type of machine and one type of 
commodity being produced. Proportions of factors employed are 
not necessarily rigidly fixed by technique, but the most profitable 
amount of machinery per unit of output is governed by the ratio 
of price of commodities to the price of machines and by the rate of 

1 Cf. “ A Classification of Inventions,” Review of Economic Studies , February 
1938. 
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interest. Now some device is introduced which increases output 
per man hour equally in both departments. Since both are 
affected in the same way, the relative prices of machines and final 
commodities are unchanged, and, the rate of interest being 
constant, the ratio of machines to output will be unchanged. The 
relative shares of labour and capital in real national income are 
constant. Labour is released from producing the old rate of out- 
put and from maintaining the old stock of machines in the same 
proportion. This labour is available for producing additional 
output, and this additional output requires an increase in the 
stock of machines which bears the same ratio to the old stock as the 
new rate of total output bears to the old. Thus the rate of capital 
accumulation required for the expansion of output made possible 
by the progress which is going on (with continuous full employ- 
ment) is proportionate to the rate of increase in output, just as it 
is when population increases with constant technique. As soon as 
we depart from some such simplified case the index-number 
problem becomes formidable. Technical progress is largely bound 
up with alterations in equipment. Amortisation funds attached 
to old machinery are being continually reinvested in improved 
machinery, and the conception of a constant stock of capital, or a 
given rate of increase in the stock of capital, becomes extremely 
vague, not to mention the difficulty of defining the rate of increase 
of output when new commodities are coming into existence. But 
Mr. Harrod does not stop to discuss these questions. ^ 

With neutral technical progress and a constant rate of interest, 
the ratio of capital to output is constant and the required rate of 
accumulation is proportionate to the rate of increase of output. If 
progress is on balance capital-using, the ratio of capital to output 
is increasing (at a given rate of interest). New investment is then 
required to provide additional capital for the old rate of output. 
(Now our simple example does not apply, and the skeleton rattles 
disturbingly in the cupboard.) The required rate of accumulation 
no longer bears a simple relation to the rate of increase of output, 
but has two terms, one depending upon the rate of increase of 
output, and the other upon the level of output. Mr. Harrod puts 
this on one side for separate discussion, and assumes throughout 
the main part of his argument that progress is neutral on balance. 
Even then, Mr. Harrod recognises that to reduce capital require- 
ment to a function of income is an over-simplification. His 
“ relation ” (which used to be known as the “ acceleration prin- 
ciple ”) cannot bear all this weight. He admits that some invest- 
ment may be of a long-range character not closely related to the 
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requirements of current output (armaments and war must come 
into this category). He provides us with a symbol for it ( lc ) and 
says we may make it as large as we like, but he does not 
discuss it in detail, and it is easier to follow his analysis in its 
purest form, without regard to lc. 

Neglecting k f and combining population growth with neutral 
technical progress, we arrive at the rate of accumulation required if 
the maximum possible rate of expansion in total income, corre- 
sponding to continuous full employment, is to be enjoyed, the 
required rate of accumulation being proportionate to the rate of 
growth of income. 

Now the question to be considered is whether there is any 
natural tendency for thriftiness to adjust itself to capital require- 
ments. Here we notice the shift of emphasis when the General 
Theory is transposed from short-period to long-period terms. 
In most of the discussions arising out of the General Theory, thrifti- 
ness is taken as given. There is a certain rate of saving corre- 
sponding to full employment, and the main question is whether 
investment tends to reach that level, and, if it fails to do so, what 
should be done to make it. This is apt to lead to the state of mind 
of regarding investment as an end in itself, and to the justification 
of digging holes in the ground and filling them up again. In its 
original context this was perfectly correct, but long-term policy 
cannot be based on hand-to-mouth expedients for curing a slump, 
and Mr. Harrod’s analysis is certainly salutory in directing 
attention to long-term "problems. 

To make the next step in the argument it is necessary for him 
to consider the influences which determine thriftiness, and to 
inquire whether there are any cross-connections between capital 
requirement and thriftiness which tend to keep them in harmony. 
He distinguishes between net saving and the amortisation of 
existing capital. He assumes that the rate of technical progress 
is allowed for by entrepreneurs, who adjust amortisation funds 
to the rate of obsolescence of capital equipment, so that the stock 
of capital in existence at any moment is being continuously 
adapted in form without change of value (any exceptions are 
dumped into that convenient hold-all, lc). Thus a more rapid 
rate of invention is offset by a higher rate of amortisation, and no 
net saving is required to adapt past accumulated capital to new 
forms. 

Here Mr. Harrod makes a curious point. Suppose that instead 
of assuming prices constant we assume money wages constant; 
then prices of commodities (including capital goods) are falling 
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continuously as progress takes place. If individual concerns aim 
at keeping the money value of their capital intact, amortisation 
funds as they are reinvested provide continuously increasing 
amounts of physical equipment and of stocks. In the simple 
case where population is constant, the rate of interest given, and 
progress neutral, amortisation funds provide for the whole of the 
required accumulation of physical capital, and no net saving at all 
is required. However, in the rest of the argument Mr. Harrod 
continues to assume constant money prices, so that all adaptation 
of existing capital is looked after by amortisation, and all additions 
to the stock of capital require net saving. 

Mr. Harrod discusses the influences determining the supply of 
net saving mainly in terms of the thriftiness of individuals. He 
distinguishes between time-preference and the effects of falling 
marginal utility of income, and shows how they were confused in 
the traditional concept of “ discounting the future.” He regards 
the elasticity of the income-utility curve of a representative 
individual as something which exists in nature, and proposes a 
new method of discovering it experimentally. Let income be paid 
in the form of a lump-sum bonus plus a piece-rate per unit of 
work. At the starting rate the individual freely chooses how much 
work he is willing to do. Now raise the bonus, and see what 
change in the piece-rate is necessary to keep the amount of 
work he does unaltered. By this means the marginal utility of 
income could be measured in terms of the marginal disutility of a 
given amount of work. (Mr. Harrod playfully suggests that 
managers and shop stewards should organise the experiment, but 
the ideal field for it is the ancient universities. Increase our 
fellowship dividends, and then see at what rate per hour we will 
take a given number of pupils.) Unfortunately this method 
contains the same basic fallacy as earlier attempts, such as Dr. 
Frisch’s method of measuring the marginal utility of income in 
terms of the marginal utility of a given quantity of sugar. The 
unit of measurement is not independent of the magnitude to be 
measured, because the utility of leisure to an individual is strongly 
influenced by the funds available to him for having a good time, 
so that the disutility of work rises with income. If we cannot 
measure marginal utility of income it is impossible to say what it 
means. The foundation of much of this part of Mr. Harrod’s 
argument is thus exceedingly shaky. But even though the 
answer he gives may be somewhat mystical, the question he is 
asking is real and important. 

He divides saving into three categories : savings designed to 
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be spent in old age or emergencies of private life — the amassing 
of a “ hump ” ; saving for heirs ; and corporate net saving carried 
out by a firm for the sake of the business, over and above the 
saving which individual shareholders might wish to make, through 
its agency, for their private purposes. 

Mr. Harrod considers that population growth favours “ hump ” 
saving, as each successive generation contains more individuals 
than the last at saving ages relative to the number of retired 
persons living on their humps. This is disputable. The more 
rapid the rate of growth of population the larger is likely to be the 
average size of a family, and the smaller the margin above sub- 
sistence from a given individual income. A good deal more 
investigation is required before we can say on which side the 
balance is likely to be, and it seems doubtful whether an element 
of harmony is here to be found between saving and capital require- 
ments. y 

After an argument of some subtlety Mr. Harrod concludes that 
“ hump ” saving is likely to grow at a greater rate than income per 
head, so that here there is a potential element of disharmony. 
He has little to say about the effect of the total stock of wealth on 
the rate of saving. / 

About saving for heirs he has no very definite conclusions to 
offer, but again finds no presumption in favour of harmony. In 
general, private saving is likely to rise with real income, but it is 
related to the level of income, not to its rate of growth. 

Only in the case of corporate saving is there likely to be some 
harmony between thriftiness and capital requirements, because 
favourable prospects for investment in the future are likely to 
promote the building up of company reserves, but even here the 
connection is weak and uncertain. 

Although Mr. Harrod devotes a good deal of space to these 
questions the analysis does not go very deep. To mention only 
one point, a discussion in terms of individual psychology leaves out 
of account the major influence on the thriftiness of a community — 
the distribution of income between its members. But, how- 
ever that may be, there is no reason to doubt Mr. Harrod’s 
conclusion that there is no presumption that thriftiness (with 
a constant rate of interest) tends to adapt itself to the rate of 
capital accumulation required to sustain a steady expansion of 
production. 

The next question is whether the rate of interest will tend to 
move in such a way as to secure harmony between thriftiness and 
capital requirements. This question has two parts. First, how a 
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movement in the rate of interest would affect thriftiness and 
capital requirement if it took place, and, second, whether it is 
likely to take place. 

On the first question Mr. Harrod, applying his formula for time- 
preference and income utility, concludes that a fall in the rate 
of interest will tend to reduce “ hump ” saving, and that the 
traditional view that some individuals will save more (from a given 
income) at a lower rate of interest is fallacious, but the argument 
is not set out fully enough to make it clear from what assumptions 
this follows. He hazards no guess as to the effect of a fall in the 
rate of interest on saving for heirs. A fall in the rate of interest 
will increase capital per unit of output capacity, in a given state 
of knowledge, in so far as technical conditions permit of variation. 
Mr. Harrod is highly sceptical of the influence of the rate of interest 
on methods of production, and gives little weight to this factor. 
In any case it would be partially or wholly offset by the stimulus 
to corporate saving which would be given by an increased demand 
for capital within firms. It is to be observed that the increase in 
capital per unit of capacity (in so far as it occurs) due to a given 
once-and-for-all fall in the rate of interest requires a once-and-for- 
all bout of capital accumulation (which may, however, be imagined 
to be spread over many years). When the appropriate “ deepen- 
ing of capital ” has taken place there is no further need for 
accumulation. Thus to maintain a given rate of accumulation, 
under this influence, a continually falling rate of interest is 
necessary. 

To sum up — if thriftiness can be represented as a constant 
proportion of saving to income at a given rate of interest, and if 
this proportion falls with the rate of interest, then in any given 
state of population growth and technical progress, there exists a 
certain value of the rate of interest which would equalise the full- 
employment rate of saving with capital requirements, and fulfil 
the conditions for steady progress at the maximum possible rate. 
If the proportion of income saved increases with income, while the 
required rate of accumulation is constant, a continually falling 
rate of interest is required for steady progress, in this case the 
influence on thriftiness being possibly helped out by a continuous 
increase in capital per unit of output. If the required rate of 
accumulation is rising relatively to thriftiness (owing to capital- 
using technical progress) a continuously rising rate of interest is 
required. 

Is there any reason to expect the rate of interest to behave in 
the appropriate way ? Mr. Harrod makes an attack upon the 
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traditional view that the rate of interest tends to establish 
equilibrium between saving and capital requirements which is 
more drastic than Keynes’. Keynes showed that the traditional 
view was fallacious. Mr. Harrod maintains that it was non- 
existent. He gives it two possible interpretations. One is that 
the capital market foresees the long-term movements in the rate 
of interest which underlying conditions require, and brings those 
movements into existence. This leads to violent paradoxes. For 
instance, if the situation requires a continuous fall in the rate of 
interest, and this fall is foreseen, the present value of irredeemable 
stock becomes fantastically great. Alternatively, the traditional 
view may be interpreted to mean that the market takes no view of 
the long-run course of prices of assets but writes them up and down 
from day to day in response to the current state of demand and 
supply of new capital. This would involve revaluing the whole 
outstanding stock of assets in response to every chance discrepancy 
between current investment plans and full-employment saving, 
and it leads to results no less absurd than those arising under the 
first interpretation. Neither interpretation provides an account 
of market behaviour remotely resembling what actually happens, 
and Mr. Harrod falls back (rather in the spirit : if you know a 
better ’ole, go to it) upon Keynes’ theory of the rate of interest in 
terms of demand and supply of money. He concludes that there 
are no grounds for expecting the rate of interest to behave in such 
a way as to secure steady progress, though it may have a vague 
and feeble influence in the right direction. 

Is there an influence promoting harmony to be found in the 
movement of wages ? When thriftiness is excessive in relation to 
capital requirements there is unemployment, and money-wage 
rates may be expected to fall. Following Mr. Kalecki’s version of 
the General Theory on this point, Mr. Harrod shows that falling 
wages and prices are more likely to increase the disharmony than 
to cure it. 

He does not touch upon the sophisticated argument that falling 
wages will drag down the rate of interest (by reducing the demand 
for money) and so bring it to the required level. Presumably he 
would dismiss this contention on the ground that the effect of 
prospective falling prices in reducing the inducement to invest and 
increasing the burden of debt would swamp any possible stimulus 
which a falling rate of interest might give. 

We have now come to the conclusion that there is no presump- 
tion that harmony between thriftiness and capital requirements 
will be maintained. This is the projection into the long period of 
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the central thesis of the General Theory. We must now introduce 
a fresh layer of complications into the analysis. 

It might happen by chance that the relationship between 
thriftiness and capital requirements was just right, so that the 
rate of saving corresponding to full employment was continuously 
equal to the required rate of capital accumulation (in Mr. Harrod’s 
terminology O n is then equal to O w , of which more anon). There is 
then a definite rate of capital accumulation which could be main- 
tained continuously, and which would ensure constant full 
employment (in the loose sense) and the growth of national income 
at the maximum rate made possible by changes in population and 
technical progress. But even when such a rate of accumulation 
exists, there is no guarantee that it will be realised. If all entre- 
preneurs got together and found out what the rate was they 
might agree to put it into effect, but so long as investment is 
determined by innumerable private decisions there is no reason to 
expect that the right rate will be arrived at. And once the rate 
of accumulation is off the steady course it can never get on to it, 
but reels along drunkenly below it. 

Mr. Harrod provides a rough sketch for a theory of the trade 
cycle to be superimposed upon the long-period analysis. If, at any 
moment, the rate of investment falls below the level corresponding 
to steady growth, the consequent slackening of effective demand 
causes the expansion of output to fall below the steady rate. 
Capital requirements are thereby reduced. The rate of invest- 
ment falls further, and production declines in the familiar self- 
propelling downward movement into a slump. In a revival, which 
starts from a position with unemployed man power available, the 
self-propelling up-swing may increase output at a much more rapid 
rate than that which is possible once full employment has been 

A Y 

reached. If the actual rate of growth of income ((?, or -y- where 

Y is annual income) exceeds the long-run rate (G n ), then accord- 
ing to Mr. Harrod’s system of ideas, the increment of . capital 
required to provide for the expansion of output which takes place 
over a short period is greater than the rate of accumulation which 
can be continuously maintained. As an analysis of the trade 
cycle this seems rather unsatisfactory, for a system of ideas in 
which investment is governed purely by the 4 4 relation ” cannot 
easily deal with the fact that in the slump there is unused capacity, 
as well as unemployed labour. The investment required to 
provide equipment to produce an increment of income is by no 
means a simple function of the increment of income when there is 
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surplus capacity, and perhaps redundant stocks, left behind by 
the last boom. Working capital, however, lends itself to this kind 
of analysis and if all equipment were very short-lived Mr. Harrod’s 
method would not be far wrong. / 

His analysis applies most easily to the breakdown of a boom. 
Once investment has reached a level exceeding the long-period 
rate (the rate of accumulation corresponding to O n ) it is clear 
that it cannot be maintained for long. There are two quite 
distinct ways in which the inevitable breakdown may come. 
The boom may knock its head against the limit set by available 
labour while it is still in full swing. Investment projects may be 
great enough (combined with the propensity to consume) to 
generate a demand for more labour than there is. Then a wage 
inflation may set in, or, if wages are held down, there will be a 
sharp rise of prices relatively to wages causing an increase in the 
share of profits in national income and so reducing the propensity 
to consume; or mere physical difficulties in getting hold of the 
right kind of labour may check the expansion of investment. 
In one way or another the expansion of output will be brought to a 
halt. And as soon as output ceases to expand, the rate of invest- 
ment begins to fall. Alternatively, the boom may come to an 
end before full employment has been reached because the rate of 
growth of income is smaller than the rate of growth of the stock 
of capital, so that capital grows relatively to output during the 
course of the boon*, surplus capacity begins to emerge, and the 
inducement to invest falls off. In either case, as soon as the actual 
rate of investment falls, the self-propelling down-swing into a 
slump sets in. 

Mr. Harrod does not seem to distinguish quite clearly between 
the case where the boom is cut off in its prime (or explodes in 
hyper-inflation) because it reaches the physical limit of employ- 
ment, from the case where it comes to an end because the rate of 
expansion is too great to be profitably maintained. But in any case 
he is not concerned to codify the theory of the trade cycle (he freely 
admits that his long-period G ’ s are not a handy instrument for 
short-period analysis) but simply to show that, even when under- 
lying conditions make steady progress possible, there is no reason 
to expect that it will occur. 

Still worse, as we have seen, there is no reason to expect that 
conditions will be such that steady progress is possible (under 
laisser faire). To reduce the argument to its simplest form, 
suppose that thriftiness can be represented as a constant propor- 
tion of income saved, and that the rate of capital accumulation 
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required for steady progress with full employment is also a 
constant proportion of income (as would be the case with neutral 
technical progress and a constant rate of interest). Now, the first 
proportion may be smaller or greater than the second (thriftiness 
less or greater than required accumulation). Mr. Harrod suggests 
that this can also be expressed by saying that the ruling rate of 
interest is below or above the rate required for steady progress, 
but this way of putting the matter is somewhat artificial, for it 
may be that the influence of the rate of interest is so weak that no 
conceivable rate of interest would do the trick, so that the 
“required rate of interest” has no meaning; and even when 
there is a definite value for the required rate it may be one which 
could not conceivably obtain (for instance, it might be negative). 

If the required rate of accumulation exceeds thriftiness then 
it is likely that, underlying the ups-and-downs of the trade cycle, 
there will be a constant buoyancy of the inducement to invest, 
periods of near-full employment will be frequent, inflation a danger 
that has to be guarded against, the rate of progress actually 
realised will be held below the maximum possible rate by scarcity 
of saving, and thriftiness will be a social virtue, in the sense that 
any increase in thriftiness would make a more rapid growth of 
income possible. In short, conditions will be those to which the 
maxims (though not the analysis) of nineteenth-century economics 
apply. 

Mr. Harrod suggests that the General Theory fulfilled only half 
its task because it neglected the possibility of deficient thriftiness 
(or a market rate of interest below the required rate). This 
appears to be rather misleading. It is true that Keynes, being 
interested in the problems of the nineteen thirties, did not elaborate 
the analysis of conditions of excessive effective demand, but he 
provided a sketch for that analysis and the methods of thought 
of the General Theory have proved indispensable in discussing the 
present-day inflationary situation. 

Turn now to the opposite case, where the proportion of income 
saved exceeds the rate of accumulation required for steady 
progress with full employment. Then the level of investment 
which would ensure full employment results in a rate of increase 
in the stock of capital in excess of that corresponding to the rate 
of increase in output. The new capital which would come into 
existence if this rate of investment were continuously maintained 
would be partly redundant to requirements. Therefore that rate 
of investment cannot be maintained. This is something quite 
apart from the trade cycle and corresponds to what is sometimes 
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called secular stagnation, or chronic unemployment. The analysis 
seems to bear a close resemblance to Hobson’s thesis that saving 
causes crisis because there is no outlet in consumer demand for 
the goods which new capital equipment produces. Mr. Harrod’s 
analysis provides the missing link between Keynes and Hobson. 

So far we have had fairly plain sailing. We must now intro- 
duce Mr. Harrod’s third 0, O u , “ the warranted rate of growth,” 
which is the element in his exposition which makes it baffling and 
mysterious. The “ warranted rate of growth ” is such that, if it is 
maintained, producers will be content with what they are doing 
and will continue to maintain it. Mr. Harrod does not enlarge on 
the subject of what makes producers content. The meaning for 
contentment which best seems to fit his scheme of ideas is that 
capital is always kept working at normal capacity. Entrepreneurs 
are satisfied with investment decisions taken in the recent past if 
the new capital (as well as all pre-existing capital) is being profit- 
ably utilised (though the question of what rate of profit will keep 
them happy is nowhere discussed). To put the matter in terms 
of how entrepreneurs feel is rather confusing, because we are 
all the time dealing with averages, and particular industries are 
all the time moving faster or slower than the pace of the economy 
as a whole. One entrepreneur whose new investment has over- 
shot the mark and whose new plant is working under capacity 
will not be consoled by the fact that another is straining his plant 
beyond normal capacity to keep up with a super-average share of 
demand. However, if I have understood Mr. Harrod aright, the 


“ warranted ” rate of growth is that rate of growth of output 



which ensures the continuous full-capacity working of the stock of 
capital considered as a whole (full capacity, like full employment, 
being taken in a loose sense, allowing for some play in the rate of 
production). 

What does this imply? The full utilisation of the stock of 
capital in existence at any moment yields a certain rate of output 
and income. Corresponding to that rate of income is a rate of 
saving, depending upon the thriftiness of the community. For 
that rate of income to be realised, investment must be equal to 
that rate of saving. This rate of investment yields a certain rate 
of increase in the stock of capital. Thus the “ warranted ” rate of 

growth is that rate of growth of output (^p-) which would 

result from the continuous operation at full capacity of the stock 
of capital, when the stock of capital is continuously growing at a 
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rate dictated by the investment which just absorbs the rate of 
saving corresponding to full-capacity income. 

What is the relationship between full capacity and full employ- 
ment? On this question Mr. Harrod’s line of thought is par- 
ticularly elusive, but the following seems to be what is implied in 
his ‘argument. When thriftiness is deficient, the “ warranted ” 
rate of capital accumulation is less than the rate required by 
steady progress with full employment. The actual rate of 
accumulation will pursue a cyclical course, but taking good times 
with bad, the rate of accumulation is held in check by the fact 
that the full-capacity rate of saving yields a rate of increase in the 
stock of capital less than the required rate. Now, if population is 
increasing, the stock of capital will be growing more slowly than 
available labour, while the amount of employment associated with 
a given stock of capital is continually falling as technical progress 
takes place, so that there will be a progressive increase in un- 
employment. (Here we cannot avoid history, for the amount of 
unemployment at any moment will depend upon how long this 
process has been going on.) This unemployment is not susceptible 
to Keynesian remedies, for, if the level of effective demand were 
boosted up, for instance, by putting some of the redundant labour 
to work on public -investment schemes, the demand for consump- 
tion goods would be raised above the capacity output of existing 
capital equipment, and an inflationary rise of prices would set in. 
(To solve the problem, measures to increase investment would have 
to be combined with measures to check the propensity to consume, 
by taxation and rationing.) This is a kind of unemployment 
which is not contemplated in the General Theory. It may be 
appropriately called Marxian unemployment (as opposed to 
Keynesian unemployment, which is due to deficiency of effective 
demand). For though nothing is farther from his thoughts, Mr. 
Harrod has led us to Marx’s theory of the reserve army of labour, 
which expands and contracts as the growth of population runs 
faster or slower than the rate of capital accumulation. / 

This analysis applies to the situation of over-populated, back- 
ward countries. Mr. Harrod is more interested in advanced 
economies suffering from the reverse problem of excessive 
thriftiness. When thriftiness is excessive relatively to the rate of 
accumulation required by steady growth with full employment, the 
rate of investment which would maintain effective demand at the 
full-capacity level would result (if it were realised) in a rate of 
growth of the stock of capital in excess of the required rate. Such 
a rate of accumulation cannot be maintained, for, if investment 
No. 233 — VOL. lix. G 
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ruled at this level for a time, surplus capacity would presently 
emerge. Either this will be foreseen, and there will be a con- 
tinual drag on the rate of accumulation, or an occasional burst of 
high investment will create surplus capacity, and will consequently 
be followed by a prolonged slump. 

There are two quite distinct ways in which surplus capacity 
may emerge if investment is maintained for a time above the rate 
required for steady progress with full employment. The first is 
the Hobsonesque situation in which effective demand is not 
expanding fast enough to keep the stock of capital in profitable 
use as capacity grows. The second is that there may not be 
sufficient labour available to man up new equipment as it comes 
into being. Technical progress is continually reducing the number 
of men required to produce the current rate of output, and the 
working population may be growing. But it might happen that 
the rate at which labour was thus becoming available for increased 
output was less than in proportion to the rate at which the stock 
of capital was expanding. Then equipment would presently be 
standing idle because workers could not be found to operate it. 
In Marxian language there would be over-production of capital. 
This would deter further investment, and a slump would set in. 
Now indeed there is unemployed labour available, but the fall in 
the rate of investment has started the self-propelling dow n swing 
of income, and there is not enough effective demand to keep 
even the old stock of equipment in use. 

It may be that this is a mare’s nest. It is hard to imagine 
investment being deterred by a prospective scarcity of labour. 
Rather, necessity being the mother of invention, it would be 
natural to suppose (as Marx does) that technical progress in such a 
case would be given a capital-using twist, so that labour required 
per unit of capital would be reduced at a faster rate. But then 
we fall out of the frying-pan into the fire, for, with capital- 
using inventions and a constant rate of interest and rate of 
profit on capital, the relative share of labour in national income 
is falling, and the share of profits rising, through time, so that 
thriftiness is increasing (all the more because corporate savings 
will be deliberately stepped up to finance the new investment) 
and the Hobsonesque limit upon accumulation will come into 
play. 

In Marx’s system, also, capital-using progress (rising organic 
composition of capital) leads to crisis, but not because the relative 
share of labour falls, reducing effective demand : on the contrary 
the trouble arises because the relative share does not fall (the 
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rate of exploitation tends to be constant) so that the rate of profit 
on capital falls as capital accumulates. 

This excursion has carried us some way from Mr. Harrod’s 
text, but it serves to show the vistas which his analysis opens up. 
Mr. Harrod himself makes an excursion into the analysis of inter- 
national investment which is full of pregnant suggestions, but 
limitations of space prevent us from following it here. 

Hg. Harrod’s main purpose is to lead up to some prescriptions 
for policy (though he derives most of them straight from the 
analysis of the General Theory without much dependence on his 
own new contributions). He regards the problem of secular 
stagnation, for the United States, if not for us, as waiting around 
the corner of post-war inflation, and he proposes remedies, 
elaborated with a wealth of fancy, which may be baldly sum- 
marised as follows : get the rate of interest gradually down to 
vanishing point (by appropriate increases in the quantity of 
money). Set up stores of staple commodities, with instructions 
to buy and sell at fixed prices (on the analogy of a gold reserve). 
In conjunction with a wages policy which keeps the average rate 
of money wages rising at the same pace as average output per 
head (rather a tall order, this) the operation of the commodity 
reserve would keep the price level stationary. When effective 
demand was tending to flag and prices tending to fall, the stores 
would find themselves buying, thus supplementing other kinds of 
investment and checking the fall in prices; when demand was 
in excess of current output the stores would be selling, and dis- 
investing from their stocks. This provides an anti-cyclical 
stabiliser. Meanwhile, correct the deficient or excessive effective 
demand by budget deficits or surpluses, financed by the issue or 
retirement of interest-free paper. By these means a sort of 
automatic pilot would be introduced into an otherwise laisser faire 
system, to keep output smoothly on its course. 

It is a commpn vice of present-day economic argument to jump 
from a highly abstract piece of analysis straight to prescriptions 
for policy, without going through the intermediate stage of 
examining how far the assumptions in the analysis fit the facts of 
the actual situation. There is a big gap between Mr. Harrod’s 
ingenious and instructive manipulation of his three G ’ s and the 
conditions of any actual economy. 

First of all, the effect of distribution of income and of wealth 
upon thriftiness has been omitted from the argument (Mr. Harrod 
dismisses the whole question of distribution with some dark hints 
about the political instability of an egalitarian society). It can 
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be plausibly argued that the phenomenon of excessive thriftiness is 
a product of excessive inequality, and that measures to correct 
inequality, which may be advocated on their own political or 
humanitarian merits, would, as a by-product, permanently reverse 
the position, and make deficient thriftiness the normal rule. 
There seems very little point in discussing artificial measures for 
absorbing excessive savings until this great question has been 
argued out. 

Next, we must recall that Mr. Harrod’s world is one in which 
there are no arrears of investment requirements to be made up. 
There is no war-damage to repair; no slum clearance and re- 
design of towns to clean up the mess which the past has left upon 
our hands ; no rehabilitation of dust-bowls and deserts created by 
individualistic exploitation of the soil ; no backward sections of 
the community to be brought up to the level of the rest ; no massive 
“ Marxian unemployment ” to be overcome by industrialisation of 
over-populated regions ; no adaptation of antiquated equipment 
in the light of already existing technical knowledge; no recent 
large-scale scientific discoveries to be embodied in industrial 
equipment. In short, Mr. Harrod’s world must not be confused 
with Europe, Asia or America. (It is true that arrears of invest- 
ment, along with other complications, can be looked after by 
Mr. Harrod’s k. But the issue here is not the formal correctness 
of the analysis, but the relative importance of the various elements 
in it.) Before we have examined what arrears of beneficial invest- 
ment remain to be made good, there is little point in discussing 
schemes to throw away potential savings by budget deficits caused 
by tax-remissions to the wealthy, or schemes of investment in 
piling up stocks of commodities which (beyond the point at which 
they are useful in themselves) would be scarcely more productive 
than digging holes in the ground. ' 

Again, Mr. Harrod’s interest policy consists in purely monetary 
manipulations. Even when the gilt-edged rate of interest has 
been reduced to vanishing point there would still be great scope 
for agencies to cheapen the supply of finance to worthy enterprises. 
There is no knowing how much potential investment, which would 
provide a genuinely useful outlet for saving, is now held up by the 
imperfections of the capital market. 

Finally (though by no means exhaustively) in Mr. Harrod’s 
world, technical progress falls like the gentle dew from heaven and is 
not susceptible to any economic influence (we departed from 
his scheme of ideas, above, in suggesting that a scarcity of labour 
would promote capital-using inventions). Now, the technical 
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progress which is relevant to the argument is not merely scientific 
discovery, but the embodiment of new ideas in actual production. 
The rate of utilisation of new techniques is not in practice main- 
tained at the optimum level. Even in the most progressive 
nations and industries there are a great number of relatively back- 
ward producers. There is no knowing how much the rate of 
growth of output per head, at any stage of scientific knowledge, 
might be raised by appropriate policies. Moreover, scientific 
discovery itself is not just like the weather, but is susceptible to 
being directed and speeded up. In short, Mr. Harrod’s G n is not a 
natural datum, but an object for policy and organisation. 

All this goes very much against Mr. Harrod’s grain, because to 
discuss either the distribution of income or measures to increase 
useful investment brings politics into the economic argument. But 
his is no way to keep politics out. His resolution to avoid these 
questions is itself a political decision. 

Without a thorough examination of the relationship of his 
assumptions to reality we cannot take Mr. Harrod’s proposals as 
more than a jeu d’esprit, but that does not detract from the 
interest and importance of his analysis upon its own plane. 

Joan Robinson 


Cambridge. 



REVIEWS 


Economie et Inter it. By M. Allais. (Paris : Librairie des 
Publications Officielles, 1947. Pp. 800.) 

Two physically identical objects available at different dates 
are different goods, and there is no more reason to expect their 
prices on a given day to be the same than to expect equality 
between the prices on a given day of two physically different 
objects both available at some one date. Now interest is, 
precisely, a difference between the prices on a given day of two 
physically identical objects available at two dates distinct from 
each other. Thus the occurrence of interest need not in itself 
surprise us. There is nothing in this general consideration to 
suggest that interest must be positive rather than zero or negative ; 
yet (Professor Allais tells us) the rate of interest has, in fact, 
always and everywhere been greater than zero. The chief puzzle, 
then, is to account for this universal positiveness of the interest 
rate. 

Two features of our economic system, he says, would each by 
itself be a sufficient explanation, and they can work together. 
First, the desired ratio of a man’s capital to his income has an 
upper limit : the possessor of a million pounds who could got only, 
say, one-tenth of one per cent interest on it would evidently be 
tempted to dis-save and enjoy a large consumption during his 
lifetime. Now, since a large part of wealth is embodied in durable 
things (especially land) which cannot be rapidly disinvested 
(that is, themselves or their products consumed at more than a 
certain pace) a general attempt to dis-save would entail a general 
attempt to sell durable assets. Thus an indefinite rise in the 
market prices of durable assets, such as would accompany a fall 
towards zero of the rate of discount of their future services, 
cannot occur, and the rate of interest in consequence cannot 
closely approach zero. 

Secondly, in a money economy there is an asset, money 
itself, which by its liquidity yields a stream of valuable services, 
and which has zero costs of storage. So long as there is such an 
asset, no one need accept a negative rate of interest for the sake of 
exchanging present for future consumption. 

Professor Allais shows how interest, in its widest sense of a 



MARCH 1949] ALLAIS : ^CONOMIE ET INT&RET 


87 


price-difference between identical objects available at different 
dates, could exist in a moneyless, stationary economy where there 
was perfect foresight ; but does it follow, as he believes, that this 
same explanation of interest operates also in the real world of all- 
pervading uncertainty and unplannability, which people provide 
against by holding money ? The fact that a gas-fire can make a 
room warm does not imply that a warm room must contain a 
gas-fire. Professor Allais believes that the explanation of interest 
in “ real ” terms, the Fisherian confrontation of time-preferences 
with the technical productivity of capitalistic processes of pro- 
duction, is an underlying, long-term governing force whose 
operation is merely obscured by the short-run play of money and 
liquidity-preference. Yet if the long-term money rate of interest 
had been held at 3% since Goschen’s day, might we not by now 
have had a bigger capital equipment than we have, a larger income, 
and thus a lower time-preference ? Why should things not work 
that way round as well ? 

Although he shows a tenderness for the classic “ real ” explana- 
tion, Professor Allais devotes nearly two hundred pages to 
Interet et Monnaie. His conception of liquidity-preference, 
however, seems to me to overstress the transactions motive and to 
fall short of a full grasp of the speculative motive. Indeed, 
amongst the four men to whom he holds himself most indebted, 
it is Bohm-Bawerk and Irving Fisher who have supplied his 
theoretical basis and bias, while Lord Keynes and J. E. Meade have 
stimulated without convincing him. 

It is difficult not to feel some little impatience in reading those 
chapters where the author elaborates at great length and labour a 
theory which assumes perfect foresight. Is not this rather like 
building a theory of the weather on the assumption that the earth 
has no atmosphere? The “ accidentalness ” of life is almost 
paralysingly insistent to anyone who thinks about it. Yet Pro- 
fessor Allais cannot really be criticised on this score. His aim has 
been to trap the elusive explanation of interest by a great encircling 
movement from all directions, critically considering most of the 
serious theories which have been suggested, and examining the 
consequences of a great array of different sets of assumptions. To 
this task he brings great erudition, an extraordinary patience and 
thoroughness, an infectious enthusiasm and finally the logical 
incisiveness of mathematics and the incomparable lucidity of the 
French language. 

The book is so packed with instances of powerful analysis and 
clear exposition that to single out examples runs a risk of doing 



88 


THE ECONOMIC JOURNAL 


[MARCH 


the author injustice. A brilliant theoretical explanation (page 99) 
of the widely accepted proposition that the rate of saving is almost 
unaffected by the interest rate is only one of many such insights 
directly traceable to a mathematical habit of thought. 

It cannot be denied, I think, that Professor Allais’s original 
contributions could have been made to stand out more clearly, and 
that his recommendations for policy could have reached a wider 
audience, if he had been content to write a shorter book ; but he 
would not then have challenged the serious economist by a piece 
of scholarship which, by its sheer thoroughness and scope, 
guarantees the author’s sincerity and impressively demonstrates 
his intellectual power. 

G. L. S. Shackle 

London . 


Economics : An Introductory Analysis . By Paul A. Samuelson. 
(New York and London : McGraw-Hill, 1948. Pp. xx + 622. 
21s.) 

Fundamentals of Economics. By M. H. Umbreit, E. F. Hunt 
and C. V. Kintner. (New York and London : McGraw- 
Hill, 1948. Pp. xi + 461. 22s. 6 d.) 

The category of introductory textbooks of economics is a 
wide one comprising a huge number of variants. There is the 
brief, chatty, come-on-in-the-water’s-fine preliminary, designed 
for the general reader or as an appetiser for beginners ; there is 
the equally brief but austerely stripped and essential statement of 
first principles, designed to precede and be seriously supplemented 
by both oral teaching and a mass of peripheral and factual reading ; 
there is the teacher’s-companion textbook, a handy framework for 
class or lecture room ; and there is the comprehensive encyclo- 
paedia embracing between its covers the substance of an entire 
lecture course and all its ancillary reading, with theory, institu- 
tional fact, statistical matter and the discussion of socio-political 
implications all complete. Within these sub-categories again 
may be found wide differences of approach — the mainly inductive 
and the mainly deductive; the individual and the social; the 
statistical, the literary and the graphic ; and an infinite variety 
of merit in presentation. It is helpful to any reviewer of a new 
introductory textbook to place it in this possible range before 
attempting a detailed evaluation. 

The two books under review, being American, fall unmistakably 
into the class of encyclopedias. Both are the fruit of long 
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teaching experience ; both aim, as is usual in America but rare in 
Britain, at providing a body of material which could at a pinch 
enable a student entirely unaided by oral teaching or discussion 
to cover the course by himself; and the course in question is, for 
both authors, that one-year-or-less syllabus so much more fre- 
quently found in American universities with their wider choice 
of degree material. Professor Samuelson favours, on the whole, 
the inductive method, taking the national income as his starting 
point and making copious use of statistics. Messrs. Umbreit, 
Hunt and Kintner stick closer to tradition and prefer graphs 
illustrating imaginary quantities. In pedagogy and literary 
merit the divergence is a good deal wider. Fundamentals of 
Economics was developed, so its preface explains, in a 4 ‘laboratory,” 
being the product of successive revisions of the text used in the 
economics classes of Northwestern University, and thus embodying 
actual classroom experience. No such claim is made for Economics: 
an Introductory Analysis . But one cannot possibly compare the 
two without reflecting on the relative good fortune of Professor 
Samuelson’s students. Fundamentals of Economics is as useful a 
cram -book as its rival, and the students using it would probably 
put up as good a show in the examination rooms as their com- 
petitors from the Massachusetts Institute of Technology. But 
on any but the narrowest and least defensible view of the aims 
of an academic course this is a shockingly inadequate test. How 
far, six months or a few years after taking their final examination, 
will the students’ qualifications as citizens, as business men, as 
trade unionists, as intelligent users of their own resources, be 
enhanced by the work which they have done ? How much better 
than the uninstructed will they be able to use their reasoning 
powers in economic matters? How well, assuming that their 
interests and qualifications lead them that way, will they be 
equipped to pursue more serious economic studies ? It may be 
cynical to suggest, out of a limited teaching experience, that the 
long-run residue of most economics courses can be summed up as 
Demand Curves and All That — as relevant to E.R.P., wage-and- 
price policy, food subsidies and the capital development pro- 
gramme as 1060 to the issue of Lords Reform; but if there is 
exaggeration in such a view, there is also substance. For the 
ordinary, non-specialist student the most valuable long-term 
product of a course in economics is a habit or attitude of mind, 
made articulate, preferably, by a solidly grasped minimum of 
technical knowledge, but essentially independent of technicalities. 
It was the power of inculcating appropriate mental attitudes which 
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made Edwin Cannan so incomparable a teacher; it is by the 
degree to which that power is displayed that an introductory 
textbook, unlike a more advanced work, should first and foremost 
be judged. By this criterion Professor Samuelson’s book stands 
head and shoulders above its competitor. Fundamentals of 
Economics , for all its bulk and comprehensiveness, remains in the 
air — and the air of a rather stuffy classroom, not the intellectual 
empyrean. Professor Samuelson (besides writing genuine, human 
English instead of textbookese) uses precept and example to relate 
his teaching to reality and to keep that relation constantly in the 
student’s mind. 

The arrangement of Economics: an Introductory Analysis has an 
appearance of novelty which disappears on a closer view. It is 
divided into three parts : Basic Economic Concept and National 
Income, Determination of the National Income and its Flue- 
tuations, and the Composition and Pricing of the National Output 
— this last, in an apparent reversal of the usual order of things, 
covering the equilibrium value theory to be found in most people’s 
opening chapters. In fact, however, the real essential hub or core 
of equilibrium theory has been given in the first couple of dozen 
pages. Indeed, one may say that anyone who had permanently 
and thoroughly incorporated into his mental furniture the sense 
of pages 19-23 — those introducing the concept of substitution — 
would have learned the most valuable lesson that any course of 
economics can teach. Professor Samuelson’s Part III corresponds 
to the third-year refinements and recapitulations of a full course : 
a comparison prompting the reflection that it would be a super- 
human student who, with no more than two American sematers 
at his disposal, really covered the ground over which Professor 
Samuelson leads him, and the more general suspicion that the 
extremely ambitious scale of American textbooks may possibly 
have something to do with the low average standard of American 
academic achievement. 

Fundamentals of Economics , ploughing along the more accus- 
tomed track, devotes only fifteen pages to those problems of 
national income, saving and investment, employment and trade 
cycle theory, which together with the standard exposition 
of money and credit occupy the whole of Professor Samuel- 
son’s Part II, and dismisses Keynesian theory in a sketchy 
footnote following on a passage, describing the relation between 
wage rates and employment, which indicates an inadequate 
understanding of the General Theory. But for its (compara- 
tively few) references to war-time and post-war experience, 
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legislation and controversy, Fundamentals of Economics might 
well have been written fifteen years ago; but for a per- 
functory page and a half on dynamic instability, it might have 
been written before the Great Slump. The contrast between this 
timeless classroom atmosphere and the highly contemporary 
tone of Professor Samuelson’s book is matched and reinforced 
by that between the self-sufficiency of the one and the 
catholic citation of sources by the other. Each chapter of 
Fundamentals of Economics is followed by a bibliography ; each of 
these bibliographies refers, in various combinations, to parallel 
chapters in almost exactly similar works — Bye, Principles of 
Economics ; Froman, Principles of Economics ; Garver and 
Hansen, Principles of Economics ; Blodgett, Principles of 
Economics , being hardy perennials ; Marshall and Taussig making 
occasional appearances. Of writers on special topics, Mrs. Joan 
Robinson and Mr. Chamberlain make a lonely ajjpearance on 
Imperfect Competition ; no specialist “ further reading ” whatever 
is recommended on income, expenditure and employment; no 
reference is made to that wealth of Government publications which 
the British economist envies his American colleagues; no indi- 
cation is ever given that the student might with advantage 
look in newspapers and periodicals for practical examples of the 
topics under discussion. Professor Samuelson gives no formal 
bibliography, but text and footnotes abound in stimulating 
references ; the reader is given not merely specific clues to follow, 
but a lively sense of a whole confraternity of economists thrashing 
out problems, comparing notes, developing and discarding 
theories — and a healthy impression of the fallibility of experts. 

It will have been gathered that Economics: an Introductory 
Study , is a far more up-to-date, intelligently conceived and 
written, and generally admirable work than Fundamentals of 
Economics t The latter, however, has its sectional advantages. 
To treat international trade, as does Professor Samuelson, in two 
widely separated sections — from the money and employment 
standpoint in Chapter 16 , from the point of view of comparative 
costs and tariffs in Chapters 23 and 24— is surely to invite a mental 
confusion avoided by the more traditional treatment ; particularly 
as the very raison d'Stre of international trade, and the deter- 
mination of the prices of internationally traded goods, are thus 
left to the last. The theoretical bones stand out more clearly in 
the Umbreit-Hunt-Kintner analysis of wage determination than 
in Professor Samuelson’s corresponding passages — which are 
characteristically scattered over three widely separated chapters ; 
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and other examples could be cited. Fundamentals of Economics 
has in fact the virtues as well as the vices of an old-fashioned 
textbook; Economics : an Introductory Analysis runs some of the 
risks of the experimental. Whether these risks are justified by 
the undoubted gains in realism, in conformity to the shape of 
economic problems as they present themselves to the ordinary 
citizen, is a question almost impossible to answer a priori . The 
proper people to answer it would be the students for whom both 
books were written. 

It is on the whole unlikely that either of these books will be 
much used in Britain. British teachers of economics generally 
prefer a supplement, rather than a duplicate or substitute, to 
their courses ; the British student, even if he is ready to acquire 
so exceedingly weighty a standard textbook, is likely to prefer 
one whose examples and general background are drawn from his 
own side of the Atlantic, and the same argument applies to the 
British general reader. But Economics: an Introductory Analysis 
is certainly worth the attention of any teacher in search of new 
ideas of presentation. How delightful, for instance, to be able to 
pass on to a wider audience the aphorism in which one of Professor 
Samuelson’s students is reported to have summed up marginal 
theory : “ The theory of economic value is easy to understand 
if you remember that the tail wags the dog.” 

Honor Croome 

Claygate. 

Politics and Poverty . By Lewis C. Ord. (London : The May- 
flower Publishing Company, 1948. Pp. 188. 8 s. 6 d.) 

It is both fashionable and interesting to enquire why the 
American standard of living is so much higher than that of Europe. 
Mr. Ord knows all the answers, and displays them with a certainty 
not found in more academic studies of this problem. Unfortu- 
nately to accept Mr. Ord’s analysis involves the acceptance of 
bad statistics, wild assertions, illogical arguments and contra- 
dictory statements. 

Mr. Ord’s main argument is based on the following figures 
(p. 1 3 1 ) of changes in real wages since 1 8 1 4 in the United Kingdom, 
the United States, France, Germany and Russia : 



1814. 
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1914. 
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1947. 
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Although these figures are widely different from any published by 
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the main authorities in this field, Mr. Ord does not explain how he 
has obtained them. It is, indeed, difficult to take seriously an 
argument which is based on the assumption that the level of real 
wages in the United Kingdom in 1947 was no higher than in 1914. 
Mr. Ord’s use of these figures is most confusing. For although 
they relate to real wages, he writes as if they can equally well be 
used as a measure of real income per head of the total population, 
real income per head of the occupied population or output per head 
in manufacturing. 

Mr. Ord concludes from these figures that the year 1880 was 
the turning point in British economic history. Before then 
“ British production of real wealth per head of the population was 
the highest in the world ” (p. 38). Since 1880 Britain has been 
sliding downhill. Mr. Ord is sure that this decline is due to the 
mistaken economic policy followed by British Governments. 
Other countries of Europe have followed a similarly disastrous 
policy. Everything that European Governments have done in 
the economic field since 1880 has encouraged the growth both in 
business and Government of a non-productive bureaucracy 
which has kept down European standards of living. So Mr. Ord 
concludes that “ the Government determines, by its industrial 
policies, the level of reward that the masses in each country will 
receive ” (p. 94). “ Bureaucracy, then scientific management, 

and lastly the application of the planned economy to the affairs 
and the industries of the nation were respectively responsible for 
the starting, continuation, and the intensification of the British 
industrial decline ” (p. 185). The United States, by contrast, 
has forced business to be efficient by stopping the growth of large 
units through the operation of the Sherman Act : and has avoided 
the growth of a bureaucracy by refusing to play with planning. 
“ Had Britain adopted the social and industrial policies that 
Americans use, there would be nothing to choose between the two 
countries either in the efficiency of their industries or in the 
prosperity of their people ” (p. 19). 

Mr. Ord tries to show that all attempts at Government plan- 
ning in the past have resulted in slowing down economic progress. 
In Chapter IV he argues that Government planning in the 1914-18 
war was damaging to British industrial efficiency and that this 
is proved by the fact that real wages in 1919 were lower than in 
1914. In Chapter X he argues that the experience of the British 
and American aircraft industries in the recent war points to the 
same conclusion. For the performance of the American industry 
was superior to the British, and while the American was run by 
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business men, the British was “ overplanned into inefficiency ” 
(p. 129) by the Ministry of Aircraft Production. 

Now Mr. Ord does not argue that Government or large-scale 
business planning retards industrial progress because it dis- 
courages initiative or leads to wasteful and unco-ordinated output. 
He rests his whole case on the growth of a non-productive 
bureaucracy, which contributes nothing to material output, but 
has to be given a share of the product. According to Mr. Ord it is 
this increase in the ratio of non-productive to productive workers 
in Europe which accounts for the big difference in efficiency 
compared with the United States. Besides this, differences in 
capital equipment, national resources and methods of production 
are of minor significance. “ With tools, methods and pace equal, 
the Americans would still have been twice as well off as the 
Germans in 1938 because they would have had twice as large a 
proportion of their population doing productive work ” (p. 89). 
But what has to be explained is the large difference in output per 
operative in manufacturing between Europe and the United States, 
and Mr. Ord’s argument about the ratio of productive to non- 
productive workers in the economy as a whole is irrelevant to this 
issue. 

When Mr. Ord is not riding his non-productive hobby horse he 
has some interesting things to say. The discussion of the 
experience of American firms setting up branch factories in Europe 
is most instructive. The American firms sent some of their best 
managers to these factories and often equipped them with 
exactly the same tools as the parent factories in the United States. 
Yet their output was much below American levels of efficiency. 
“ The working pace of their productive workers and restrictive 
practices of their trade unions remained unalterably at the level 
usual in the country concerned. The practices of management 
in detail and the number of non-producers required to run a 
business of a given size stayed at European, rather than at 
American levels ” (p. 69). If Mr. Ord had dealt with the experi- 
ence of these firms in more detail instead of roaming wildly over 
the whole field of economic and industrial policy, this book would 
have been much more useful. 

Mr. Ord develops his argument in a breezy style and in order 
to retain his reader’s interest intersperses his economic and 
political analysis with stories of his experience as an industrial 
consultant and adviser to Governments. We are told how he 
made businesses pay when all others had given them up as hope- 
less ; how he fulfilled contracts on time when others thought that 
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impossible ; how he drew up an aircraft programme for the Air 
Ministry which was exceeded by an arrow margin ; how he forecast 
correctly the peak level of American aircraft output in the recent 
war; and how he managed “ when short of time ... to analyse 
a business, assess the improvement that was possible, and outline 
the policy necessary to achieve the results, all within a week or ten 
days’* (p. 167). Clearly industrial consultants, if they are as 
good as Mr. Ord, should not be included in the category of non- 
productive workers. 

E. Devons 

University of Manchester . 


Modern Business : An Introduction to Principles and Problems . 
By Lloyd V. Douglas, Robert 0. Skar and Ray G. Price. 
(New York and London : McGraw-Hill, 1948. Pp. x + 417. 
21s.) 

Introduction tq Business . By Edwin H. Spengler and Jacob 
Klein. Third Edition. (New York and London : McGraw- 
Hill, 1948. Pp. xiii + 671. 27s.) 

The first of these two textbooks is addressed to general 
as well as business students and is intended to serve as the basis 
of a school course. 

The book begins with a discussion of the nature of business 
and its general machinery such as communications, money and 
credit. It goes on to examine the problems of starting a business 
such as organisation, finance, location, the problems of manu- 
facture and of marketing. It then discusses the division of the 
proceeds of business, the consumer’s problems in buying goods 
and services and the provision of certain services through the 
State. The concluding section contains chapters on the business- 
cycle, problems of the capitalist system such as tendencies to 
monopoly, employer-employee relationships and business ethics. 
The book is, of course, written against the American legal and 
institutional background. Although descriptive rather than 
analytical in approach, Modern Business is written with an 
underlying awareness of economic forces and problems which 
gives the text coherence and should arouse and guide the interest 
of the reader. In particular, the questions, case problems and 
projects at the end of each chapter are designed to encourage the 
student to find things out for himself. 

The least satisfactory parts of the book are those where the 
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authors wander away from business and into more general fields. 
The distribution of the national income cannot satisfactorily be 
discussed in a chapter or two in a book of this kind. Some of the 
statements are platitudes ; for example, “ It is not our purpose 
to make any dogmatic statement as to whether profits are too 
high, or too low or just right. That may be a matter of opinion 
even after the facts are revealed ” (p. 300). Others are almost 
certainly wrong ; for example, “ . . . the adequacy of wages, 
the fairness of prices charged customers, the question of reasonable 
profits to the proprietors, and efficiency of operation may be 
largely determined by a study of these [business profit and loss] 
statements ” (p. 299). 

There are one or two other matters which the authors might 
consider for the next edition. One cannot say that “ it would 
not be feasible to have two or more competing companies ” 
(p. 375) running a city transport system, because it has been done 
and, some would say, efficiently done. The recommendations of 
the Twentieth Century Fund Committee on Distribution (p. 209) 
are interesting, but without elaboration some of them will be 
unintelligible to the student of this book. In dealing with the 
need for accounting and statistics a more cautious note should 
be struck. The statement that “ even in a small business, 
personal observation is largely ineffectual and wholly inadequate ” 
(p. 162) is an exaggeration. 

In general, this book is sound and well written, but in the 
next edition it would be better to limit the field and to use the 
space thus saved to elaborate some of the subjects, for example, 
in the section on manufacture, which have been dealt with too 
briefly. 

Introduction to Business , of which this is the third edition, is 
intended to serve rather a different purpose. Its aim is to provide 
a “ realistic exposition of American industry, its organisation, 
operation and management ” as an introduction to “ advanced 
courses in statistics, accounting, management, finance and other 
offerings in economics.” The scope will be seen from the headings 
of the nine sections, which are as follows : Business Organisation, 
Managerial Control, Industrial Management, Labor Relations, 
Marketing Methods, Pricing Problems, Financing Methods, 
Problems in Taxation and Insurance, Industrial and Economic 
Planning. Each of the twenty-nine chapters ends with a list of 
questions and problems and there is a list of references for further 
reading and a catalogue of films and other visual aids for class- 
room use. The book is packed with illustrative material, and 
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the whole is a very readable description of American business 
practice and problems. 

Some teachers of “ tool ” subjects such as accounting and 
statistics would question whether much is to be gained from the 
summary reference to their subjects which is all that is possible 
in a book of this kind. However, brief general surveys of the 
tools of business in relation to the problems they are designed to 
solve, written as part of an introductory review of the whole 
field, may help to make subsequent specialised study more 
intelligible. The more important question is whether elaborate 
description gives the best help to a student beginning the serious 
study of business or whether greater emphasis should be put on 
analysis than is the case in the book under review. 

It is where economic analysis would be most helpful that this 
book is at its weakest. For example, the authors, in reference 
to the social framework of business, make the following state- 
ments. “ Service instead of selfishness, co-operation instead of 
ruthless competition, self-government rather than strict social 
control — these are some of the characteristics found in the new 
business procedure. Individualistic concepts are gradually being 
abandoned, and in their place are being introduced the motives 
of planning, co-operation and the advancement of the general 
welfare ” (p. 4). “ The desirability of perfect co-ordination and 

stabilisation of economic processes is unquestioned 99 (p. 502). 
Excellent for an after-lunch speech at a trade-association meeting, 
but valueless from the point of view of making students think. 

On the economics of the firm there is also some pretty loose 
writing. For example, on p. 468 we are told that it will pay to 
instal high-speed wrapping machinery only if it can be kept 
continuously fed. In place of this arbitrary statement, which may 
in some cases be wrong, the student could be given quite simply 
the economics of the situation, which would then stand him in 
good stead in considering similar problems. On p. 439 the 
authors say “ . . . it is in the interest of the producing organ- 
isation to obtain as great a spread as possible between costs and 
selling prices — if not in individual transactions, at least in the 
aggregate of its business.” This might make it appear as if the 
authors considered it more important to maximise unit profit 
than aggregate profit. On the same page the following statement 
appears. “ The business executive is primarily interested in 
seeing the goods and servioes of his firm sold in sufficient volume 
and at profitable prices.” What is a “ sufficient ” volume ? Is 
it really so difficult to express simply the notion of maximising net 
No. 233— VOL. lix. h 
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revenue and to show the student whioh are the importantvariables ? 
A very good discussion of the problem of site-finding is prefaced by 
the remark “ The solution, superficially, is to select that site which 
will yield the greatest revenues over a period of time at the least 
cost. But to the industrial manager that is no answer at all — it 
is merely a statement of the problem ” (p. 185). True enough, 
but if the problem is to be expressed in general terms it could be 
done more accurately. One does not necessarily seek out loca- 
tions which have the lowest cost and choose the one among these 
which has the highest revenue-earning power — which is one of the 
meanings that could be given to this statement. If revenue is 
influenced by siting it may pay to choose an altogether more 
costly site. The authors are, of course, perfectly well aware of 
this and a little care would enable them to express the generalisa- 
tion and discuss it in such a way as to help the student. What is 
required is that the book shall be revised in the light of economic 
analysis in such a way that the reader will be encouraged and 
assisted to start thinking for himself. If this were done a 
useful descriptive account of business would be strengthened into 
a good textbook. 

Ronald S. Edwards 

London School of Economics. 


Trade of Nations. By Michael A. Heilperin. (London and 
New York : Longmans, 1948. Pp. xix -f 234 + vii. 19s. 6d.) 
The Awakening. By L. S. Amery. (London : Macdonald, 
1948. Pp. xvii -f- 272. 8s. 6 d.) 

Mr. Heilperin is as thorough-going a liberal (in the British 
sense) as one is likely to find. He begins with a lucid restatement 
of the case for international specialisation, the utmost freedom of 
international investment and an international monetary system 
with many of the characteristics of the gold standard. In 
monetary matters he would not, indeed, go as far as the constitu- 
tion of the international monetary fund, since he is unwilling to 
tolerate exchange control even for regulating short-term capital 
movements or for rationing scarce currencies, and would prefer to 
see formulated some'more precise rules of the game “ comparable 
to the unwritten but rather clear rules of the gold standard.” He 
then goes on to attack economic nationalism in all its forms. Few 
economists will fail to enjoy the results of his researches into what 
he calls “ old-fashioned protectionism ” as manifested mainly in 
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the evidence brought before the House of Representatives 
Committee on the extension of the Reciprocal Trade Agreements 
Acts. 

In his strictures on the brands of economic nationalism which 
he associates with the pursuit of full-employment policy, however, 
fewer readers are likely to be in sympathy with him. It is 
unfortunate that he adopts a somewhat niggling attitude towards 
the term full employment itself, ignoring the fact that what is 
really under discussion is what the British White Paper on employ- 
ment policy calls simply but adequately a high and steady level of 
employment. It is unfortunate, too, that he is content here with 
such platitudinous statements as the following (p. 100), “ aside from 
exceptionally serious depression the real choice does not lie, 
however, between employment at any cost on the one hand and 
unemployment on the other. Actually it lies between the various 
ways of securing employment and between the various ways that 
the economic system can be made to function.” The choice, if it 
is a choice, between more employment at any price and rather less 
employment distributed in a way more consistent with the prin- 
ciple of comparative advantage, has been discussed ad nauseam . 
It is to be hoped that those who deal with it in future will discuss 
more fully how far the choice is a real one, and this discussion 
surely must be in quantitative terms. 

Mr. Heilperin’s approach throughout this part of his subject is 
characterised by what one suspects is a failure to understand the 
doctrine of the foreign-trade multiplier and a failure equally to 
appreciate the economic necessities of a world which is so far from 
equilibrium that a complete balancing of payments between the 
two hemispheres brought about by the price mechanism would 
involve starvation and stagnation in one of them. In a world 
of this kind, reservations with regard to non-discrimination, such 
as those contained in the Havana Charter, have virtues which Mr. 
Heilperin apparently fails to see. 

In the third part of his book, Mr. Heilperin looks rather further 
into the relations between international trade and national 
prosperity. The “ chicken and egg ” argument, however, about 
which of the two comes first, is likely to be even more troublesome 
to the reader than to the author, who gives little convincing 
ground for the priority which he accords to foreign trade. It is, 
in fact, not very difficult to state the relations between the two. 
World employment depends on world investment. For any given 
part of the world, the relative importance of internal investment 
and the foreign balance as determinants of internal prosperity 
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should be clear enough, but no comparison to the relative sizes or 
variabilities of these two determinants for different countries ever 
enters Mr. Heilperin’s discussion. He concludes, agreeably 
enough, that an international anti-depression policy is as necessary 
for the world as an international policy for the freeing of the 
channels of trade, but his remark (p. 130), that “ domestic expendi- 
ture cannot take the place of foreigners’ expenditure because 
the former would be directed towards other goods and services 
than the latter,” is only very partially true, and enables him 
to dismiss the essential truth in the dictum that national 
prosperity (meaning an appropriate internal investment policy) is 
an international duty. These characteristics of Mr. Heilperin’s 
argument are part, indeed, of what appears to be a general failure 
to distinguish between remedies for unemployment which have 
“ beggar my neighbour ” effects and those which have not. 

There is no space here to comment on the author’s analysis of 
inter-war economic policies, except to say that this analysis leads 
him to support Professor Viner’s suggestion that a world invest- 
ment organisation, with vastly larger resources than the present 
international bank, is a means of stabilising and adjusting the 
general and regional levels of economic activity. 

His final section on the United States and the world economy 
follows fairly familiar lines, but nothing is to be gained by his 
attempt to exaggerate the United States’ dependence on the state 
of external trade. American responsibility for the prosperity of 
the rest of the world Ivill have to be founded in the long run on an 
appreciation of the fact that most economies are vastly more 
dependent on international conditions than is the United States. 

Mr. Amery cannot be said to correct the bias which has been 
indicated in Mr. Heilperin’s book except in one or two particulars. 
Mr. Heilperin’s advocacy of free trade ignores most notably the 
force and wide application of the infant-industry argument. Mr. 
Amery exalts this argument into a general principle, applying even 
to a country like the United Kingdom, which is already dependent 
on manufactured exports and whose industries are, alas, all too 
far from their infancy. It is, indeed, hard to see how so firm a 
supporter of List can reconcile that support with an advocacy of 
free (or relatively free) trade within an area like the British 
Commonwealth, which comprises communities at every stage of 
economic development. The infant-industry argument surely 
suggests that the areas which might most fruitfully form customs 
unions are areas at similar (preferably early) stages of growth. 
It would be interesting, too, if Mr. Amery had compared the mone- 
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tary characteristics of the Bretton Woods agreement, which is his 
bite noire , and the arrangements constituting the sterling area, 
for which he has so high a regard. The reader may have difficulty 
in finding such differences between them as would justify the 
extreme diversity of his attitudes in regard to them. 

Mr. Amery’s emphasis on the instability of the American 
economic system may also, perhaps, be regarded as providing a 
corrective to a second bias in Mr. Heilperin’s book. Whereas 
Mr. Heilperin, like so many American observers of the post-war 
scene, puts on sack-cloth and ashes, Mr. Amery refuses to take 
these symbols of repentance seriously and insists on projecting 
past experience of American behaviour into the future. On the 
other hand most economists are not likely to regard Mr. Amery’s 
pugnacious propensity to favour every kind of positive weapon 
of commercial policy as a proper corrective of the liberal bias in 
favour of freedom of trade. The world must surely aim at some 
international modus vivendi in economic matters; to advocate 
straightforward aggression in commercial policy without even 
mentioning the inevitability of retaliation can hardly count as 
advocacy of an alternative of the free-trade system or any other. 
It is, in fact, an advocacy of chaos. The reader may, moreover, 
be inclined to ask whether Mr. Amery has considered which 
countries would be likely to win in a world of unrestricted economic 
warfare. Those which are most dependent on external trade ? 
Or those which are less so ? It is relevant to notice that even the 
British Empire and Commonwealth taken as a whole is still twice 
as dependent on trade with areas outside itself as is the United 
States of America. To change this may be an object of Mr. 
Amery’s policy, but it would take a great deal of changing, and the 
attempt would impose an enormous strain on the bonds that exist 
between the British countries. 

A. J. Brown 

University of Leeds . 


American Banking System . By R. S. Sayers. (Oxford : 

Clarendon Press, 1948. Pp. v + 130. 7 s. 6 d.) 

This excellent little book which grew out of lectures delivered 
at University College, London, in 1 947 fulfils its purpose admirably. 
English students of American banking may be referred to a very 
large number of bulky and elaborate volumes by American 
authors, but they will not find to their hand any convenient and 
up-to-date account which combines clarity with brevity and which 
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leaves them with an adequate picture of the whole system. 
Professor J. H. Jones’s The Federal Reserve System did something 
to meet this need ; but many changes in technique and of banking 
policy have occurred since 1927, when the latter volume was 
published. Professor Sayers’s present volume is modestly 
described as a “ general and up-to-date sketch in the compass of an 
evening’s reading.” The intelligent student who has spent one 
such evening will, however, profit from a slower and more careful 
reading, and if his interest leads him further he will be less at sea 
when he tackles the larger and more detailed American studies of 
which there are plenty. 

About one-half of the volume is generally descriptive, and 
covers a general view of the American banking structure, the 
structure of the commercial banks and the constitution and 
government of the Federal Reserve System. The second half, 
which deals with the control of the quantity and price of credit and 
qualitative control, contains the more important part of the book, 
which is rounded off with a chapter on some reflections by the 
author. Much has happened since the Federal Reserve System 
was created to provide the country with an elastic currency and 
to meet the seasonal and temporary requirements of the member 
banks. The fact that the new system was immediately made 
subject to war conditions brought it more quickly to recognise its 
larger responsibilities in the formulation of national credit 
policies with a wider economic significance. Professor Sayers 
rightly remarks that with this broadening of the purposes of the 
system it becomes less easy to disentangle the various techniques 
which are employed to influence the general credit position of the 
country. 

Of particular interest to English students perhaps is the pro- 
vision made for the variation of reserve ratios because while State 
legislation still looks on cash reserves from the angle of con- 
vertibility, Federal banking law has come to regard reserve 
ratios as an instrument of credit control. The Thomas Amend- 
ment which made this possible in 1933 was a temporary expedient, 
but two years later the powers of the Board of Governors in this 
respect were made permanent, provided the power was used “ to 
prevent injurious credit expansion or contraction ” which, as 
Professor Sayers remarks, is “ a phrase wide enough to content any 
oentral banker.” 

The second feature of particular interest was the development 
of the stable-bond-market policy which, though influenced in some 
measure by developments in economic theory on the relation 
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between interest rates and economic activity, was induced in the 
late ’thirties by a technical situation bound up with the system of 
varying reserve ratios. Large sales of bonds by banks which had 
to hold larger legal reserves threatened to disturb the bond 
market unduly, and to reduce this disturbance the System found 
itself obliged to indulge in some open-market purchasing of 
securities. But during the war years considerations of war 
finance led to a development of what had been a temporary 
expedient into a more definite policy. In 1942 the provision in the 
original Federal Reserve Act which prohibited the Reserve 
Banks from making direct purchases of government securities from 
the U.S. Treasury was removed, first as a temporary expedient 
but later as a permanent change. The original prohibition had 
been introduced in order to prevent the Federal Government from 
using the System as an instrument of inflationary finance. It is 
true that a limit of $5,000 million was placed upon the amount of 
government securities which might be directly purchased by the 
Reserve Banks and held at any one time, but the question remains, 
and it is one with which Professor Sayers could hardly deal within 
the limits of the present volume, whether the removal of the original 
restriction has not been carried too far and whether new or alterna- 
tive safeguards would not now be warranted. 

D. T. Jack 

King's College , 

Newcastle upon Tyne . 

Bank for International Settlements , Eighteenth Annual Report . 

(Basle : Bank for International Settlements, 1948. Pp. 174.) 

The amount of statistical material now available and the 
complexity of monetary problems in Europe render the eighteenth 
Annual Report of the Bank for International Settlements an 
exercise in compression. Although the task is done with the skill 
and clarity now established as traditional in these reports, this one 
remains stiff reading for those not already familiar with the subject. 
It deserves, however, to be read by a wider public, not only as a 
digest of statistics, but also as a guide to policy. For this latter 
purpose some expansion of the general comments and conclusions 
would be most welcome. These are pungent but tantalisingly 
brief. 

To achieve such expansion without producing an overgrown 
volume it is suggested that this report be confined more strictly to 
monetary affairs. Sections of the present report, such as much of 
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Chapter 2, are merely a summary of the report published by the 
United Nations Economic Commission for Europe entitled A 
Survey of the Economic Situation and Prospects of Europe . As it 
seems probable that such surveys will continue to be produced 
there appears to be a case for division of labour. 

A further reform of the structure of this report may be 
suggested. The Budget Policies of many countries are reviewed 
in Chapter 3, and Credit Policies in Chapter 8. Although it is 
illuminating for some purposes to be able to make international 
comparisons of each of these policies separately, they are now so 
interdependent that it would be preferable to consider them 
together. In order to obtain a clear picture of the monetary 
policy of any one country under the present arrangement it is 
necessary to read the relevant sections in both chapters. Nor is 
the result entirely satisfactory in all cases even when this is done. 

The fact that Belgian policy has been distinctly different from 
that of many other countries of Western Europe, such as Britain 
and the Netherlands, is briefly noted (pp. 47, 57 and 131). But 
no attempt is made to analyse the extent to which credit control, 
including a rise in interest rates, and strict regulation of com- 
mercial banks to prevent over-expansion of loans, has proved an 
effective substitute for the rigorous physical controls and heavy 
taxation needed to restrain inflation in countries more faithful to 
“ cheap money.” One indication is given (p. 99) by the steady 
appreciation of the Belgian franc in the Swiss bank-note market, 
but such an index must obviously be treated with reserve. The 
choice of policies illustrated by Belgium is one of major importance. 
References to it are numerous throughout the report : the slight 
revulsion from the extremes of “ cheap money ” in many countries 
(p. 123 et seq.) ; the dangers of reliance on physical controls in such 
countries as France where the administrative machine cannot 
stand the strain (p. 68) ; the damaging effects of detailed controls 
in slowing down international trade where “ dispatch is the soul of 
business ” (p. 87) ; the problems of incentives imposed by reliance 
on large budget surpluses and high rates of taxation (p. 58). 
These comments are pertinent, but need co-ordination. 

The description of the financial condition of Western Germany 
is inadequate. This is the more surprising in view of the emphasis 
rightly placed on the German position in the United Nations 
“ Survey ” quoted above. It is to be hoped that this deficiency 
will be made good next year when it will be possible to include a 
description of the currency reform. 

Certain minor points must be mentioned briefly. Although 
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such a report as this must rely largely on official statistics, it would 
be helpful if in future reference were made to such informed 
criticism as the calculations by Mr. Tress in the London and 
Cambridge Economic Service Bulletin of May 1948. These include 
a revision of the official figure of dis-saving by public authorities 
in Britain in 1947 from £135 million reproduced in this report 
(p. 54) to £336 million. 

The British objections to the multiple currency system 
introduced by France during January 1948 (pp. 91-93) deserve 
more explanation, as certain of the fears then expressed were in 
fact realised ; for example, French purchases of goods in the 
sterling area for resale to the dollar area. For it seems likely that 
such incidental disadvantages to others will always tend to be 
under-estimated by the originators of such schemes. 

R. F. Henderson 

Corpus Christi College, 

Cambridge. 


The Australian Coal Industry. By A. G. L. Shaw and G. R. 
Bruns. (Melbourne University Press (Cambridge Uni- 
versity Press), 1947. Pp. x -f 197. 17s. 6 d.) 

This is an extremely interesting book which in many respects 
brings up to date Professor Mauldon’s well-known book on The 
Economics of Australian Coal. Its scope may be briefly indicated 
by the chapter headings : Introduction ; The Market for Austra- 
lian Coal ; The Production of Coal in New South Wales ; Coal 
Production in Other States ; Wages in the Coal Mining Industry ; 
Health and Safety of Miners; Industrial Strife; The Future of 
the Industry. 

The authors are not optimistic about the future for Australian 
coal. They argue that both the supply of and the demand for 
coal are insensitive to price variations. As a result, competitive 
adjustment to changing market conditions is extremely painful, 
falling demand being met by fierce price competition in an effort 
to maintain output, this leading in turn to pressure on wages and 
industrial strife. During the recent war demand has risen and, in 
spite of some expansion in output above pre-war levels, the trend 
has been downwards since 1942, so that coal is still in short supply. 
It is suggested that, as conditions return to normal, the long-term 
trend of demand will continue downward as before the war, with 
resulting excess capacity, low prices, intermittent employment, 
pressure on wages and industrial unrest. This emphasises the 
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urgent need for consideration of the future organisation of the 
industry and the pros and cons of alternative forms of organisation 
are discussed at some length. 

This thread of argument gives unity to the treatment and makes 
more attractive what might easily have become a very dull 
descriptive study. But it is not maintained consistently through- 
out, and occasionally it is difficult to agree with the conclusions 
drawn from the evidence presented. Thus it is stated that the 
world demand for coal has shown a tendency to fall since 1910, 
whereas the evidence shows it to have been increasing slightly, and 
in reaching their depressing conclusions about future demand for 
Australian coal the authors appear to have considerably under- 
rated the possible effects of further industrialisation in Australia 
and the Far East. Moreover, there is a great deal of evidence to 
suggest that competitive price cutting before the war was not 
without effect in maintaining output. If this was so, cartelisation 
(towards which the authors show a certain tenderness) would have 
had the effect of exaggerating output fluctuations. 

The book is also somewhat marred by a certain looseness of 
argument. The distinction between the effect on demand of a 
change in price in a given market situation and the effect of a 
change in the market situation itself is not always clearly made. 
Partly as a result of this and partly as a result of an effort to main- 
tain a consistent line of argument in spite of inconvenient facts the 
writing is sometimes confused. Examples of this occur on page 6, 
where figures of consumption per head are introduced in a dis- 
cussion of aggregate demand, and on page 44, where the following 
sentence appears : “ Coal production has shown a long term 
tendency to decline — partially concealed by the expansion of 
industrial activity — and this was only partly arrested between 
1932 and 1939 when low prices still depressed the industry.” 

The book, then, is not a particularly careful or closely reasoned 
piece of work. There are also some surprising gaps which may, 
however, be explained by the fact that the information is not 
available. We are told very little about available reserves and 
the probable cost of their exploitation, there is no analysis of the 
wages structure, and the information provided on costs, prices and 
proceeds is very scrappy. Further treatment under these heads 
would have permitted closer analysis of the future prospects of the 
industry. 

Some points are of particular interest to English readers anxious 
to seize on points of comparison and contrast between the Aus- 
tralian and British coal industries. Output per man-day in the 
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most important coalfield (that of New South Wales) reached 3*5 
tons in 1938 (having increased by 42% between 1927 and 1938); 
also the scope for further mechanisation would appear to be con- 
siderable. Future cost and price reduction may therefore 
considerably sustain the demand for coal, and this makes all the 
more surprising the authors’ gloomy view of the future and their 
leaning towards some form of cartelisation. Equally interesting 
is the discussion of industrial strife in the industry. In Australia, 
as in Great Britain and the United States, coal accounts for the 
greater part of industrial unrest — a fact which suggests that some- 
thing inherent in the nature of the industry is responsible. In this 
connection much importance is attached to past traditions of 
mutual hostility and ill-will, but there is a good deal of evidence 
in the book to support the present writers’ contention that 
variability of natural conditions, producing a complex and 
anomalous wages structure certain to be a fruitful source of 
conflict, is mainly responsible. 

The book bears few of the usual marks of joint authorship and 
the authors are to be commended on having produced a book 
which, in spite of its faults, makes enjoyable reading. It should 
be read by every student of mining economics. 

A. Beacham 

Cardiff. 

The New India . By Sir Atul Chandea Cfiatterjee. (London 
and Bombay: George Allen & Unwin, 1948. Pp. 195. 
8s. (ki.) 

The Economist has recently said that “ It is not easy in this 
country to make the mental re-adjustment required to think of 
India as an independent power playing a leading role in world 
affairs ” and that “ The British built in India more solidly than they 
knew.” Sir Atul Chatterjee’s admirably concise account of the 
Indian scene on the eve of Partition will help the reader to make 
this readjustment and points to a number of directions in which, 
under British Rule, sound construction was undertaken. 

The New India looks more to the past than to the future, and is 
concerned more with social and economic developments than with 
constitutional details. Its main object is to give those who have 
not hitherto followed closely the course of events in India some 
idea of the main factors which, under British Rule, led to the 
demand for, and power to achieve independence, and of the social 
background which will necessarily control the trend and pace of 
constitutional and economic development in the future. Without 
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detriment to his vivid and easy style, the author has contrived to 
summarise in masterly fashion his views on the fundamental 
factors and influences that have moulded the recent social develop- 
ment of his complex and heterogeneous country. 

The reader must not, however, expect an analysis of the 
problems and results of Partition, or recommendations for the 
solution of these problems. Sir Atul Chatterjee adumbrates no 
“ Plan.” It is clear that the bulk of the book was written before 
August 15, 1947, and it is unfortunate (for author and reader 
alike) that it was not published then, rather than at a time when 
many readers will hope to find clearer guidance than can be 
obtained from the Press on such matters as the rights and wrongs of 
the Kashmir and Hyderabad disputes, and the probable future 
relations between India and Pakistan. The book, therefore, is 
of historical rather than of topical interest, but — accepting this 
limitation — I know of no other volume of comparable size which 
gets the Indian Problem in better perspective. 

Vera Anstey 

London School of Economics. 


From Tolpuddle to T.U.C. By G. E. Fussell. (Slough : 

Windsor Press, 1948. Pp. 148. Gs. 6 d.) 

This book tells the story of the long struggle of the farm- 
workers from the riots and transportations and theseven-shillings-a- 
week wage of 1 830 to the well-established Unions and the Statutory 
Minimum Wage of the present day. Many factors played their 
part in the drama — the Com Laws, agricultural depression, the 
franchise, the coming of social legislation and the misery and dis- 
content of the workers. These last found expression in strikes and 
disorders and in the formation of Unions which rose and fell as 
conditions for their suocess were favourable or impossible. 

The author is well qualified for his task. As an historian he 
has to his credit much research into the history of English agri- 
culture, as is shown by the list of his contributions to the subject 
printed at the end of the book. He enriches his pages with many 
records of incidents in the struggle, taken from the writings of 
such leaders as Joseph Arch and George Edwards and of Lord 
Snell. And in truth many of their experiences were bitter in the 
extreme. It is over forty years since the writer of this review 
heard George Edwards tell from a public platform the story of how 
his father, a farm labourer, returning home after his day’s work 
was stopped by a policeman and compelled to disclose the contents 
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of the bag that he was carrying. He was found to be bringing 
home five turnips to his starving family. He was arrested and 
sentenced to fourteen days’ hard labour. As a result he lost his 
work, and his family had to spend the whole winter in the work- 
house. This was in 1854 when wages were eight shillings a week. 

The impression made on the mind of the reader of this book is 
of the extreme difficulty of organising the workers on scattered 
farms where the relations with the employers, some of whom were 
harsh and some charitable, were personal and even feudal. 
Organisations sprang up, but only to die away again under fear 
or disappointment or prolonged unemployment. After the 
tragedy of the Tolpuddle Martyrs in 1834, there was no further 
attempt at Trade Unionism for thirty-five years, though the 
bedrock of misery was reached in the late forties. Then in the 
seventies came the amazing success of Joseph Arch, who enrolled 
70,000 members in his National Union while the total number in 
the country, including the smaller Unions, was estimated at 
150,000. The triumph was short-lived and thirty years of de- 
pression followed. In this century the Workers Union and the 
National Union of Agricultural Labourers built up their member- 
ship and were well established when war came in 1914. 

Mr. Fussell’s history brings out very clearly the fact which 
George Edwards recognised in his day : that organisation alone 
without legislative backing would never secure or maintain a 
reasonable wage. The difficulties were too great. Attempts had 
been made in some quarters to obtain, through the Unions, allot- 
ments or small holdings for their members ; others started Sick 
Clubs as a further inducement to the men to join and to keep in 
their Union. Both these attempts failed through lack of funds. 
The small subscriptions that farm-workers were able to pay were 
quite inadequate to finance such schemes. But apart from their 
task of pressing for higher wages the Unions played their part in 
helping to make the farm-worker politically conscious, en- 
couraging him to use the franchise when it came in 1 884, and thus 
helping to bring to birth the County, District and Parish Councils 
which brought local democracy to the countryside. And later the 
Education Act of 1870 began to have its effect, while Old Age 
Pensions and Health Insurance followed in due course. 

But the great landmark as far as the wages of the farm-worker 
are concerned was the Com Production Act of 1916. This 
secured for him a rate of wages controlled by the Agricultural 
Wages Board. Except for a brief interval between 1920 and 1924, 
statutory wages had oome to stay. 



110 


THE ECONOMIC JOURNAL 


[MARCH 


It is good that this book has been written, so as to place on 
record a vitally important ohapter in English history from which 
many lessons may be learnt, and that in such a way as to be 
attractive to the general reader. For the help of the student a 
bibliography, together with critical studies of source books 
covering seven pages, closes the volume. 

Clara D. Raokham 

Cambridge. 


The Social Background of a Plan : A Study of Middlesbrough. 
Edited by Ruth Glass for the Association for Planning and 
Regional Reconstruction. (London : Routledge and Kegan 
Paul, 1948. Pp. xiv -f 268. 42s.) 

This book is a nightmare : on reading it one finds oneself back 
in the atmosphere of Edwin Chadwick’s Sanitary Condition of the 
Labouring Population or of Engels’s Condition of the Working 
Classes — both published more than a century ago. Not that Mrs. 
Glass and her co-authors have set out deliberately to paint horrors : 
by no means. They were set the task of making a social survey as 
part of the necessary basis for a reconstruction plan, and they went 
to work in a spirit of scientific investigation and kept to that 
spirit as far as their somewhat meagre resources allowed. The 
effect is all the more striking ; and it makes one wonder of how 
many other industrial, towns built in the nineteenth century a 
similar picture would emerge if the same methods were applied. 
In Middlesbrough, at any rate, what we are given is a record of 
formless growth which has produced a great urban community 
lacking in almost every essential for the living of the good life. 

Middlesbrough is not an old town swelled to hugeness, but a 
creation of nineteenth-century industrialism. It grew up along its 
water-front ; and as its size increased the houses spread out south- 
wards, and, to east and west, smaller neighbouring centres were 
gradually engulfed. The growth was entirely unplanned ; and 
even when, in the present century, housing estates were developed 
on the outskirts, nobody thought of equipping them with any 
amenities or even, till long after the need had arisen, with schools 
and shops. Meanwhile, as the more prosperous inhabitants 
moved out, the old centre of the town, except for a small area 
devoted to offices, main shops and amenities near the railway 
station, festered into slums. No one thought of improving the 
schools in these central districts : so that now they consist of 
grossly obsolete buildings, hemmed in from light and air, with no 
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play room, no amenities and no access to open fields, which lie 
much too far away for more than an occasional visit. Out of 
twenty-eight elementary schools now in use, seven were opened 
before 1875, another seven before 1900 and five more before 1914 ; 
and in most cases nothing, or next to nothing, has been done — or 
indeed can be done — to improve them. Shops, too, are mostly 
obsolete and wrongly placed in relation to the existing distribution 
of population : so that Middlesbrough has too few shops in all, 
and yet has a very high proportion of “ empties ” — mostly in an 
advanced state of decay. There is a gross deficiency of open 
spaces ; and what there are, by being out of reach, fail to serve 
those who need them most. There are a few areas where rela- 
tively well-to-do people contrive to live in relatively pleasant sur- 
roundings ; but for most of the population the town appears to 
have no redeeming merit — except of course that which belongs to 
the worst of places by virtue of being “ home.” 

Mrs. Glass in this book is only summarising the large mass of 
evidence collected by the small team of which she was in charge. 
She had, in many cases, to use somewhat sketchy methods of 
investigation because time and man-power were short. But the 
results are so striking that they could hardly bo modified appre- 
ciably by more thorough statistical study. Even the widest 
allowance for possible error loaves the indictment black enough. 
To the main study Mr. A. E. Smailes provides a short but excellent 
background account of the geographical and economic factors, 
including a brief summary of the town’s industrial history since 
Bolchow and Vaughan set up their first works in 1840. This 
survey brings out very clearly the excessive dependence of the 
area on the steel industry (especially Dorman, Long), though the 
position has been modified by the growth of the great I.C.I. works 
at Billingham across the river (and outside the area covered by 
Mrs. Glass’s study). Inserted at the back of the volume is a use- 
ful series of folding maps — useful both for the information they 
convey and for the light they throw on the right use of mapping 
in social survey work of this non-exhaustive type. Altogether, 
Mrs. Glass is to be congratulated as much as Middlesbrough is to 
be deplored — and pitied for the immensity of the problems its 
civic authorities must face in order to make their town comply 
even minimally with the basic conditions of decent living as they 
are now conceived. 

G. D. H. Cole 

All Souls College , 

Oxford . 
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The Renaissance of the Individual . By Kurt Lachmann. 

(London : Charles Skilton Ltd., 1947. Pp. xvi -f* 143. 

Is. 6 d.) 

This is a small book on a great subject — nothing less than the 
salvation of mankind from total slavery at the hands of organised 
power. Such a theme is suitable either to an essay or a treatise. 
The one might state the problem with the swift effectiveness of 
Thomas Carlyle’s essay, Signs of the Times (1829). The other 
would elaborate it with the analytical power of Marx’s Kapital. 
Dr. Lachmann’s book falls betwixt and between. It contains less 
than one hundred and fifty pages, and it is divided into short 
sections and sub-sections under large headings (Global Economy 
gets six pages). Evidently such a work can be little more than a 
plea, and pleas are not exactly what wc want on a subject of this 
magnitude and urgency. For one thing, we have had so many of 
them this century that they have acquired the habit of sliding off 
the public’s intelligence like water off a duck’s back. It is to be 
feared that many people (most of all, the pooplo who ought to read 
it) will shy away from Dr. Lachmann’s little book because it is just 
a little too long and too solemn to be read on a railway journey, 
while the few who have really thought about the subject will 
probably decide that they have read it all before, more subtly 
substantiated because at greater length, in Duguit, Berdyaev, 
Mumford, Wells and Streit. In fact, it is a little difficult to see for 
whom a book like this is written. 

This is a pity, because Dr. Lachmann’s intentions are admirable, 
his thesis is humane and his ideals are noble. The point he wishes 
to make is one that no lover of his kind would wish to controvert. 
It is, that the ultimate value, to which all other values should be 
subordinated, is the personality of the individual. The rescue 
and liberation of individual personality, he believes, is to be 
achieved only at the hands of a Universal Law, valid for all, to 
which appeal may be made by the afflicted subjects of state 
sovereignty. Dr. Lachmann believes that the basis for such a 
Universal Law already exists in the world. He is, indeed, really 
appealing to something very old in the history of Western man — 
Natural Law. Unlike many exponents of this perennial idea, 
hofwever, he does not leave his readers with any vague notions as 
to what this law is. Perhaps the greatest virtue of his book arises 
from the fact that he is, above all things, a working jurist and not 
simply a moral philosopher. He is able to show, without straining 
our credulity, that a Supreme Court of International Justice has 
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already a proto-history. Moreover, he does not isolate the juridical 
problem from the problems of world economics. By linking his 
juridical analysis and proposals to the rest of life as it is lived, he 
has lifted his essay out of the ruck of optimistic blue-prints supplied 
by Federal Union enthusiasts. He makes plain what are the 
realities of our present situation, where the difficulties lie, as well 
as what are the alternatives if his thesis is ignored. 

Only two criticisms will occur to the sympathetic reader. The 
first is a criticism of the structure of the book. While it is 
refreshing to read a book in which the juridical and political dog 
wags the economic tail, I think Dr. Lachmann’s most impressive 
essay on the primacy of the juridical function of government would 
have been more effectively placed after, and not before, the section 
on the moral aspects of economic justice. The second is a criticism 
of what I think is an unjustified distinction. Dr. Lachmann 
makes a brave attempt to show that state-socialism is not state- 
capitalism. One may agree that the distinction ought to exist, 
but the trouble is that in fact it doesn’t. State-socialism as it is 
practised has given a greater fillip than anything else to that very 
doctrine of Austinian state-sovereignty which Dr. Lachmann sees 
as the enemy of the individual. The fact that he does not, or 
will not, see this, weakens his positive proposals at the most 
crucial point of his exposition. 

R. J. White 

Downing College , 

Cambridge . 


Reason and Unreason in Society . Essays in Sociology and Social 
Philosophy . By Morris Ginsberg. (London : London 
School of Economics and Political Science, and Longmans 
Green, 1947. Pp. 327. 1 5s.) 

Professor Ginsberg is one of those rare sociologists who 
never forget that the mind which studies mind is part of its own 
subject-matter. This watchful habit gives to his work a tenta- 
tive, even hesitant, manner. His every conclusion is attended 
with the qualifications proper to a hypothesis. The argument is 
never closed, only postponed to a further stage of discourse in the 
light of new facts or a more qualitative examination of old ones. 
The method derives, of course, from the incremental method and 
the unflinching empiricism of modern science. Its application to 
No. 233 — vol. lix. i 
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the study of mind owes most to Jeremy Bentham, J. S. Mill, 
Graham Wallas and L. T. Hobhouse. With all their rejection 
of the intellectualist fallacy and their recognition of the forces of 
unreason in the human make-up, the Fabian founders of the 
London School of Economics are essentially the spiritual children 
of the Benthamites. Professor Ginsberg’s book of collected papers 
is published by the London School of Economics and Political 
Science : the caution (on page v) that the author alone is respon- 
sible for the views expressed in it was scarcely necessary. We are, 
from beginning to end, in a world of conscientious objectivity, a 
world where a creative principle is suspect as evidence of a 
parti pris. 

All this is admirable when, as in the first part of his book, 
Professor Ginsberg is expounding the recent history of sociological 
method : here is a most illuminating essay on L. T. Hobhouse, and 
an impressive argument for the linking of social science with social 
philosophy in university education. In Part II, however, the 
essays are concerned directly or indirectly with the problem of 
national character, and it is here that one begins to wonder 
whether science, any more than patriotism, is enough. In Part 
III, which is mainly concerned with ethics, the reader is increas- 
ingly made to feel the inadequacy of empirical science to throw 
light upon the mainsprings of morality by a rather painful 
absence of conclusions. Professor Ginsberg can show how 
unfortunate it is that international law and morality are conceived 
upon an individualistic * basis, but he can only end his essay by 
saying that international co-operation would be brought about if 
nations were less individualistic — i.e. y if there were more agree- 
ment to co-operate internationally. Similarly, when at the end of 
a wise essay on Moral Progress, he chooses to remind himself that 
theologians take a dim view of moral progress among the creatures 
of Original Sin, he can do little more than assert that although 
we know that man is not a god, still we are justified in putting 
some trust in human intelligence and will (a statement that no 
theologian would wish to controvert). It is this recourse to a mild 
optimism (always supported by argument, and perfectly honest) 
that may lead the reader to wonder whether perhaps the parti 
pris of less cool and objective minds — say the tragic intelligence 
of the poet — might not ask more significant questions and afford 
more realistic answers. 

It is just at this point, where the sociologist tackles problems 
that have obsessed the theologians and the poets throughout the 
centuries, that our more fundamental doubts begin. Objectivity 
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and the incremental method are essential to a science. But is 
science enough ? Is society, which consists of human beings with 
souls as well as minds, wholly susceptible to scientific analysis ? 
Is it enough to pose reason against unreason, even with a psycho- 
logical apparatus for analysis of the latter ? It is no doubt true 
that our object should be to maintain and increase the sovereignty 
of reason enthroned among the passions. But what if there be a 
reason which subsumes as well as subdues the passions ? Sooner 
or later we are bound to ask ourselves how much “ unreason ” we 
have got to pay for (say) “ King Lear,” or Paradise Lost,” or 
“ The Ancient Mariner.” It is possible to drag the net of analysis 
through the dark seas of the subconsciousness of their authors, as 
Professor Livingston Lowes did for Coleridge in “ The Road to 
Xanadu,” but even Professor Lowes concluded, at the end of all 
his toil, that the alchemy that goes on in the great deep eluded 
him. What went on there was evidently neither reason nor 
unreason, neither a wholly conscious artifice nor the wholly 
unconscious labour of an intuitive faculty. What makes a great 
work of art is a creative principle in man which eludes the probe 
and the callipers. The very existence of great works of art, and 
the fact that men live and die by them, is our everlasting witness 
that there is a creative principle in man which transcends both the 
reason and the unreason of the social scientist. The ultimate 
question that we want answering — really, the only question that is 
worth asking — can be met only by the affirmation of the reality 
of a religious experience : which is what we do when we partake of 
the modifying power of great poetry. 

No doubt Professor Ginsberg would agree to all this. He 
would probably reply, with all the modesty that shines like a quiet 
flame in everything he writes, that he accepts the limitations of his 
science, that he is concerned only to illuminate and define the 
phenomena within the limited field of observed social behaviour. 
But art and religion are, and always have been, the most pro- 
foundly modifying forces in every human society, and the problems 
which their existence and operation raise seem scarcely to enter 
into Professor Ginsberg’s careful calculations. Even the virtues 
of this book give rise to these fundamental questionings. It is all 
so smooth, so quiet, so self-restrained, and sometimes so dull. 
Whereas, we all know that life is not like that at all. Rather is it, 
as a poet once put it, a lightsome chaos on which the spirit of God 
is moving. We feel at the end that we would have liked a little 
more appreciation of both the chaos and the presiding spirit. 
The trouble is, I suppose, that their admission would prevent 
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sociology from being a science, and if you are a sociologist there are 
some things you have to do without. 

R. J. White 

Downing College, 

Cambridge. 


Sydney Olivier. Letters and Selected Writings, edited with a 
Memoir by Margaret Olivier, with Some Impressions by 
Bernard Shaw. (London : George Allen & Unwin, 1948. 
Pp. 252. 15*.) 

No one has as yet satisfactorily solved the problem of how to 
write the life of a personality which expressed itself mainly in 
action, whether that action were physical or administrative ; the 
physical performer, the dancer, athlete or acrobat, may even be 
the easier to write about, if only for the reason that, being unable 
himself to put pen to paper, he yet stimulated others to put upon 
record their impressions of him. Your administrator, your Civil 
Servant who writes memoranda and essays, or even possibly books, 
in his spare time, provides no such jumping-off ground for the 
litterateur, and yet leaves little or nothing of his own to com- 
memorate him. 

Of such a kind was Sydney Olivier, Lord Olivier. He was an 
intellectual, capable of original thought, one of the Big Four of the 
early Fabian Society (the others being Bernard Shaw, Sidney Webb 
and Graham Wallas), contributor to the original series of Fabian 
Essays , whose vitality is so great that another edition of them was 
published this year, nearly sixty years after their first appearance. 
He wrote several books, one of which, White Capital and Coloured 
Labour, was a valuable contribution to the problems of the modem 
world ; he was, by all accounts, a highly efficient Colonial admin- 
istrator whose talents, in this particular field, were eventually lost 
to the world because he was not prepared to accept the straight- 
forward doctrine of white supremacy; and he was also an 
individual in his own right, a personality of whom other person- 
alities had to take account. 

All this is matter of common knowledge among all who ever 
met Olivier, or who knew anyone who had met him. But little 
or nothing of it emerges from this book. It opens with an essay 
by Bernard Shaw, as entertaining as all Shavian products, which 
with great modesty tells the reader that Sydney Olivier was, in 
his way, as important a man as Bernard Shaw. It continues with 
an autobiographical scrap written by Olivier himself which whets 
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the appetite ; but is followed by a very summary Life eked out 
by some letters of no particular merit or interest, ending in a 
generalised wail about the state of the universe in 1942. The 
remaining sixty pages are taken up with some trivial reprinted 
articles and some brief official notes about Olivier’s career in the 
Colonial Office. 

It may be that nothing better could be done — that there were 
no records from which a living story of book length could be made. 
If this is so, a rapidly written, impressionistic pamphlet would 
have been a better memorial — or even a collection of half-a- 
dozen essays by contemporaries, to set alongside Shaw’s. Olivier 
was a person, and a person who did good work — this could have 
been brought out in brief studies. But to endeavour to puff out 
the life of a man of unspectacular action into the length of a 
book unfortunately results in making him into a bore. 

Margaret Cole 

London. 



NOTES AND MEMORANDA 


Human Waste: an Analysis of Labour Turn- 
Over in Industry 

The high figures of Labour Turnover are exercising the minds 
of those responsible for management, to an increasing degree at 
present. At a time when man-power, and still more woman- 
power, is desperately short, the shortage is being aggravated 
week by week by the number of people either just beginning or in 
process of finishing their work with a particular firm. 

In sheer bald figures of time wasted in this way, there is first 
of all the clerical work involved in stopping and starting employees. 
It has been estimated that in the employment office an average of 
one hour’s work must be spent on every new starter and the same 
on every leaver. Assuming that the annual labour turnover is 
33% (this figure is based on an average turnover in fifty-six 
firms), in a firm of 3,000, 2,000 hours of work are spent annually 
(or, in other words, the entire working year of one person) simply 
in the clerical business pf “ signing on ” and “ signing off.” In 
the wages department, where clock cards, health cards, P.A.Y.E. 
forms and many other details are involved, probably a further 
2,000 hours are required. Beyond the sphere of the individual 
firm, there is the work at the Employment Exchanges, involving at 
a very rough estimate 1,000 hours. 

But the time wasted on clerical work is a mere fraction of the 
time lost directly by production. However familiar a man may be 
with the general methods of the work he is embarking on, it can 
be reckoned that the major part of his first day will be spent in 
arrangements for starting him and in making him familiar with 
the general routine of the firm and the particulars of his job. 
In some cases, of course, the foreman or chargehand must spend 
hours in introducing him to it, and it may be weeks before he is 
able to work with the speed and efficiency of the old-stagers. 
Similarly, his impending departure from the firm will be marked 
by visits to the employment office and wages department, and by a 
general slowing down of his work or even by total absence. It is 
reasonable to assume that the very minimum time lost from 
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production by every man who comes and then leaves is two 
working days ; that is, in the firm we took as an example, a total 
of 16,000 to 18,000 hours annually. 

It is easy to speculate on methods to avoid this wastage by 
reducing the loss of employees. It is more important first to 
ascertain the real facts about the situation. The writer of this 
article belongs to a large engineering firm (one, no doubt, of many) 
in which an effort has been made systematically to analyse the 
figures of losses and to classify the causes of them. 

First, it w T as discovered that of all new hourly paid starters 
with the firm, 24% would normally leave in less than one month, 
37% in less than two months and 82% in less than two years. 
Men were less inclined to leave than women, 20% surviving less 
than one month, 31% less than two months and 77% less than 
two years ; while the women’s figures for the same periods were 
33%, 53% and 93%. In other words, for hourly paid workers, 
one out of every three men and more than one out of every two 
women would have to be replaced every two months. And at the 
end of two years, only twenty-three men and seven women in 
every hundred could be expected to survive. (The monthly and 
weekly paid staff figures were lower, being 10%, 17% and 52% for 
the same periods.) 

These rather startling figures showed that the high labour 
turnover was due not so much to a loss of settled employees, 
as to the existence of a large “ floating population ” of workers, 
coming and going, without any feeling of dependence upon or 
interest in the firm of which they were temporarily members. 

The next step was to discover and classify the reasons for their 
departure. The official reasons given were available, but were 
usually too vague, such as “ other work” or “ dissatisfaction,” 
and in some cases palpably untrue, as, e.g ., “ work nearer home ” 
from people living only a few streets away. It was recognised 
that to get the real reasons a more personal and painstaking inter- 
view was required. During the two years since then the writer 
has interviewed between six and seven hundred people (including 
two hundred women and nearly a hundred apprentices). The 
procedure followed has had the object of putting the man at his 
ease and asking in a friendly way why he was going. In order to 
avoid giving too much appearance of inquisition, the interview 
was used also to tell him how to draw his final wages, holiday-pay, 
etc. While no attempt was made to suggest reasons to him, it was 
usually advisable to ask him if he had any grievance. If he 
appeared reluctant to state the real reason, he was given the 
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» assurance that anything he said would be treated as confidential 
so far as his name was concerned. 

The reasons given were classified loosely under two main 
heads : those outside the firm’s control and those which in varying 
degrees could be influenced by the firm. Outside our control 
were placed health and domestic reasons, distance from home and 
moves from the district. Those reasons considered within the 
firm’s control were arranged, again very generally, into those 
involving no dissatisfaction and those in which some dissatis- 
faction was apparent. Obviously it might be said that where 
there was no dissatisfaction (the main reasons given being return 
to a former job or desire for a change) the firm could not be 
expected to exercise influence. But I shall try to show later that 
this is not necessarily the case. Sources of dissatisfaction were 
classified under prospects, pay, conditions, type of work, relations 
with superior or workmates and size of firm. A small final heading 
was left to cover those who were unwilling to give a reason. 

A further classification was made, dividing leavers first of all 
into “ long-seivice 99 and “ short-service ” employees, the differ- 
ence being between those of six years’ service and over, and those 
of under six years’ service. The dividing line chosen was an 
arbitrary one, except in so far as the Emergency Works Order 
controlling engagements had come into force about six years 
previously. Apprentices were placed under a heading separate 
from either of these. The two main headings were then sub- 
divided into men and women, and further sub-divided, in the case 
of the men, into staff (i.e., monthly and weekly paid), hourly paid 
skilled, and hourly paid semi- and unskilled ; in the case of the 
women, into staff and hourly paid. 

Naturally enough, in some cases the interviews resulted in the 
employee deciding not to leave, in others they returned after a 
short period of work elsewhere. While, of course, such results were 
gratifying, the main object of the interviews was continually 
borne in mind, namely, to get a picture of the situation as a 
whole. Though there is always danger in forming general con- 
clusions, except after a very wide and careful study of individual 
cases, certain points seem to have become clear. 

First, while the grievances were usually not very deep ones 
the general attitude towards leaving and going elsewhere, even 
among those of many years’ service, was extremely casual. The 
women and the skilled men particularly were conscious of the fact 
that they would have no difficulty in finding other work imme- 
diately. The present Control of Engagement Order, while limiting 
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their choice on very broad lines, in no way deterred them, and 
they were quick to accept a job bringing in a few extra shillings a 
week without considering its security as compared with the post 
they were leaving. This accounts for the great preponderance of 
the pay reasons given, 186 out of a possible total of 390 reasons 
expressing dissatisfaction, and for some of the forty-four 
“ prospects ” reasons. It accounts also for many of the forty-one 
leavers who, without expressing dissatisfaction, simply signified a 
desire for a change (most of these were ex-service men, who often 
added the statement that they “ could not settle down ”). 

Of the other causes of dissatisfaction, twenty-three expressed 
inability to get on with their workmates and fifteen a difference of 
opinion with their superior ; 106 (mostly women and apprentices) 
criticised the physical conditions of their work, or expressed 
dislike of the work itself ; and a small but significant number 
(eight) said they did not like working in so large a firm. 

The grouping of those interviewed under various headings 
brought out some further points. The reasons for women leaving 
were more often unavoidable than those for the men; of the 
seventy-nine women expressing dissatisfaction a high proportion 
(thirty-three) criticised conditions and type of work (this was due 
mainly to a preponderance of monotonous work, in contrast with 
the men) ; a comparatively smaller proportion were dissatisfied 
with their pay. 

Monthly and weekly paid staff were inclined to worry more 
about future prospects than immediate pay, sometimes claiming 
that they were not given a clear picture of promotion possibilities. 
Long service, also, brought a greater, though by no means 
exclusive, emphasis on prospects rather than pay. Among the 
hourly paid men, there was no marked difference in grounds for 
departure between skilled and unskilled ; neither group had given 
much thought to physical conditions. 

The apprentices presented rather a separate problem, for two 
reasons; their youth usually made the financial problem less 
pressing (though none the less present) and their inexperience in 
industrial matters meant that they often began their apprentice- 
ship with a wrong notion about engineering. As a result, those 
who left usually did so after a very short period, complaining in 
thirty-five cases out of sixty-one that they did not like engineering. 
Some of those who stayed longer (twelve) were tempted by higher 
wages in “ dead-end ” jobs. And ten of those who had returned 
after their period of National Service suffered from the ex-service 
man’s “ desire for a change.” 
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The general impression gained was that apart from the wage- 
' problem, aggravated by the artificial situation of the present 
time and requiring settlement in most cases at industrial and 
national levels, there were few specific causes for complaint which 
could not be dealt with by the firm over a shorter or longer period. 
In many cases the remedy was obvious, and only time was 
required to give them effect. 

But the fundamental problem remained, the “ casual attitude ” 
to the firm, coupled with the ease of getting work elsewhere. 
At one time a man’s attachment to a particular firm would have 
been unpleasantly enhanced by fear of unemployment if he left. 
Now, fortunately, that fear has gone, and may well never 
return. There is therefore all the more need to draw out from the 
employees an attachment which will keep them happily settled. 
In other words, the negative process of solving or preventing 
grievances is less important than the building up of a positive 
loyalty. 

The significance of the eight who loft to get work in a smaller 
firm is surely that they desired a “ sense of belonging ” which 
they did not think they could get in one so large as ours. The 
answer here may be the encouraging of departmental loyalty and 
even of inter-departmental rivalry ; or it may be possible, even in a 
large firm, to breed the “ sense of belonging ” which many, 
consciously or unconsciously, desire. 

Such a process must take time, and many experiments, success- 
ful and unsuccessful, must be tried in the course of it. Pension- 
schemes, long-service awards, a clear statement of promotion 
prospects, careful explanation of wage-rates and piece-prices, 
possibly profit-sharing, will have an effect in offsetting the natural 
tendency to rush off to where a few shillings more a week are 
being offered, by the confidence in a more solid and secure reward 
for faithful service. But there is a wide field for exploration in 
non-financial incentives. Information and inclusion are the key- 
words here : information provided by notices, news-sheets, 
literature, lectures and every other means available, about the 
firm’s policy, products, history, organisation and finance, and 
coupled with all items of personal and informal interest ; inclusion 
through committees, suggestion-schemes, discussions, interviews 
and a fair hearing at all times. Personal informal contact 
between all levels and all departments of office and works is often 
difficult, but none the less necessary. A social club may help 
here, and if run by the employees themselves may increase their 
sense of belonging. Whatever is done must be planned deliber- 
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ately on a long-term basis ; the bigger the firm the more deliberate 
and painstaking must be the plan. 

By these measures, a great deal can be done to help the ex- 
serviee man to settle down again in the fife of the community, 
and to encourage a long-term view in the apprentice who has not 
grasped the importance of his career. Even monotony of work 
(a major problem in many firms) can be relieved by a sense of 
purpose and achievement. By these means team-loyalty, well 
understood already by recreational enthusiasts, yet in need of 
being systematically taught to people in industry, can smooth 
over many of the frictions among workmates. 

It must again be emphasised that the process will take time, 
and measurable results may not immediately be apparent. It is 
a spirit rather than an organisation that is aimed at, the building 
up of a loyalty rather than the mere removal of discomforts. But 
we are encouraged, by what we know of other firms’ experience 
and by the effects of the experiments we are already making, to go 
forward Math our long-term plans to eliminate waste of human 
material and to produce, as well as the goods we manufacture, a 
stable, loyal and happy community. 

Robert James 


CURRENT TOPICS 

We record with great regret the death of Professor Wesley 
Clair Mitchell. We hope to publish an obituary notice in a forth- 
coming issue. 


Mr. D. G. Champernowne, Director of the Institute of Statis- 
tics at Oxford, has been appointed Professor of Statistics. He 
will be succeeded as Director by Mr. F. A. Burchardt. 


Attention is drawn to the reappearance of Oxford Economic 
Papers. The new series will be published twice yearly by the 
Oxford University Press. 


We shall be glad to receive copies of the Economic Journal 
for March, June and September 1948. Any member who returns 
a copy in good condition to the Assistant Secretary, 6 Humber- 
stone Road, Cambridge, will be paid 3s. 6d. for each issue. 



RECENT PERIODICALS AND NEW BOOKS 

Journal of the Royal Statistical Society . 

Series B (Methodological), Vol. X, No. 1, 1948. A Study of the Auto- 
regressive Nature of the Time Series Used for Tinbergen's Model of the 
Economic System of the United Stales, 1919-1932 : G. H. Orcutt. 
Control by Gauging : W. L. Stevens. Confounding in Asymmetrical 
Factorial Experiments : K. R. Nair and C. R. Rao. The Asymptotic 
Distributions of the Roots of Certain Determinantal Equations : T. W. 
Anderson. Studies in Relations between Economic Time Series : R. C. 
Geary. 

Economica . 

November 1948. Consumption Theory in Terms of Revealed Preference : 
P. A. Samuelson. A Comment on Duopoly .* A. C. PlGOU. The 
Multiplier : R. Turvey. History arid Ourselves : G. J. Renier. The 
Diagrammatic Representation of National Income Flows : R. C. Tress. 
Losses of U.K. Merchant Ships in World War II : M. G. Kendall. 
New Light on an Old Story : D. H. Robertson. 

The Manchester School of Economic and Social Studies . 

September 1948. Planning and Spontaneous Order : M. Polanyi. 
Notes on the Analysis of Socialism as a Vocational Problem : D. J. 
Dewey. Municipal Transport Costs and Revenue : 1938-9 and 1945-6 : 
J. F. Sleeman. 

The Sociological Review. 

January-October 1945. Social Processes according to Von Weise : C. S. 
Mihanovich. A Study of the Occupational Histories of Juveniles in 
Edinburgh , 1943-1945 : Ruth M. Crichton. The Research Interview : 
Moya Woodside. History and Psychology : P. C. Gordon Walker. 
Phases in the Evolution of Family Life in Yugoslavia : Vera Ehrlich - 
Stein. 

International Affairs. 

October 1948. Palestine — the last days of the mandate : Sir Alan 
Cunningham. Britain , the Commonwealth and Western Union : N. 
Mansergh. Finland since the Armistice : J. H. Jackson. Atomic 
Energy Control ; the present position : H. E. Wimperis. The Bogota 
Conference and Recent Development in Pan-American Relations ; a 
Mexican view : F. Cuevas. The International Banjo for Reconstruction 
and Development : J. W. Beyen. Japan's Fatal Blunder : Sir George 
Sansom. The Study of History in the Light of Current Developments : 
A. J. Toynbee. 

Bulletin of the Oxford University Institute of Statistics . 

October 1948. The National Product before and after the War : D. Seers. 
The Abolition of Food Subsidies : T. Balogh. 

London and Cambridge Economic Service . 

Vol. XXVI, Bulletin IV. The Economic Survey for 1948 : S. R. 
Dennison. The Market for Consumers' Goods arid Services : W. B. 
Reddaway. The Balance of Payments : R. C. Tress. A Check to the 
Price Rise ? : R. G. D. Allen. Wages : A. L. Bowley. Capital 
Formation : J, The Building and Civil Engineering Industries : Ian 
Bowen. World Commodity Survey; C. F. Carter. Canada: D. C. 
Macgregor. 
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The Banker . 

November 1948. Australia — Import Restrictions or Dollar Loan f : 
D. B. Copland. The Floating Franc. The Rate of Exchange in Securi- 
ties Transactions : D. Sachs. Scotland : an economic and industrial 
survey. 

December 1948. Debate on Steel : W. Willis and G. D. H. Cole. 
Austerity in 1952 . Legal Strain in a Planned Economy : F. R. Ryder. 
Economic Consequences of Mr. Truman . 

The Bankers' Magazine. 

November 1948. Alternative to Bank Rate. Mr. C. F. Cobbold. Mr. 
D. O. M. Bernard. The Staff Magazines : W. Ridley. Machines and 
Men : A. G. Chambers. 

Barclays Bank Review. 

November 1948. Ten Years of Monetary Expansion. European Payments 
Agreement. The United Kingdom Export Drive and the Future : A. H. S. 
Hinchliffe. World Supplies of Oil. 

District Bank Review. 

December 1948. Industrial Growing Pains. Buy British. Good Hus- 
bandry. 

Lloyds Bank Review. 

January 1949. Taxation arid the Supply of Capital for Industry : S. P. 
Chambers. The Economic Position of Switzerland : W. E. Rappard. 
Industrial Productivity : S. R. Dennison. The Outlook for British 
Agriculture : K. A. H. Murray. 

Midland Bank Review. 

November 1948. The Bank for International Settlements : its place in the 
post-war world. 

National Provincial Bank Review. 

November 1948. Towards an Anglo-American Partnership : Barbara 
Ward. Six Months of Disinflation ; a survey of trading conditions : 
H, G. Hodder. 

Westminster Bank Review. 

November 1948. Savings and Investment : F. W. Paish. Hopes and 
Fears. “ Sorry ! No Cigarettes ." The European Payments Scheme. 
World Hunger and Purchasing -power. 

Planning. 

Vol. XV, No. 290. The Opera in Britain. 

Vol. XV, No. 291. Local Elections. How Many Vote ? 

The South African Journal of Economics. 

June 1948. Aspects of the Problem of Full Employment in South Africa : 
C . G. W. Schumann. Pre-Union Building Society Legislation : E. H. D. 
Arndt. Some Methodological Problems Raised by the Calculation of the 
Union's National Income by Income Type : D. G. Franzsen. The 
Second Report of the Distribution Costs Commission : H. S. Mabin. 
Reply : C. S. Richards. Municipal Markets ; their function and future : 
S. J. de Swardt. Further Observations on Foreign Exchange Rates : 
J. L. Sadie. 

Sankhyd (The Indian Journal of Statistics). 

Vol. 9, Part 1, October 1948. Ancillary Statistics and Fiducial Distri- 
butions : A. R. G. Owen. Notes on Testing of Composite Hypotheses , II : 
S. N. Roy. A Test for Field Uniformity Based on the Space Correlation 
Method: M. N. Ghosh. Crop-cutting Experiment on Sugarcane in a 
Farm Cultivation : J. M. Sen Gupta. Walter A. Shewhart and Statistical 
Quality Control in India : P. C. Mahalanobis. 
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International Labour Review . 

October 1948. The 31st Session of the International Labour Conference : 
San Francisco, June-July 1948 . The Economic and Legal Status of 
Co-operative Institutions : G. Fauquet. Problems of the Textile Industry . 
November 1948. The I.L.O. and the Problem of Freedom of Association 
and Industrial Relations . Latin American Economic Problems and 
International Co-operation . Seafarers' Welfare ; some post-war develop- 
ments . Payments by Results in the Building and Civil Engineering 
Industries in the United Kingdom. Petroleum — an industry in expansion. 

ICAO Monthly Bulletin. 

September 1948. Regional Air Navigation Meetings. New ICAO 
Publications. 

November 1948. Relations with other International Organizations. 

The Southern Economic Journal. 

October 1948. The Oil Strike of 1945 : M. L. Hoch. Impact of World 
War II on Internal Wage Rate Structures : J. B. Parrish. Mobility as 
a Field of Economic Research: D. G. Johnson. Some Aspects of the 
South's Financial Development , 1929-1946 : E. C. Griffith. Re- 
strictive Practices of Unionism : C. W. Randle. The North- South 
Differential — a different view : S. C. Sufrin, A. W. Swinyard and F. M. 
Stephenson. The Status of Stagnation Theory — Part I : H. R. Smith. 
Note on the Kinky Oligopoly Demand Curve : V. E. Smith. 

Foreign Affairs. 

October 1948. Coalition for Peace : H. F. Armstrong. The Atom 
Bomb as Policy Maker : B. Brodie. Prospects for Stability in our 
Foreign Policy : J. Reston. Personal Government in Mexico : F. 
Tannenbatjm. Economic Planning in the British Colonies : Britan- 
nicus. Teaching Germans to Teach Themselves : W. F. Russell. 
Emphasis on Culture in the French Zone : P. W. Bidwell. Alaska , 
Fulcrum of Power : J. J. Teal. French Labor Divided : W. Kerr. 
Trial Balance in Japan : W. 1. Ladejinsky. The Choice in the Ruhr : 
W. Die bold. Postwar Strains on the British Commonwealth : N. 
MANSERGn. South African Swing -Over : E. H. Brookes. 

Industrial and Labor Relations Review. 

October 1948. Union-Management Co-operation in Millinery Manu- 
facturing in the New York Area : P. F. Brissenden and J. M. Keating. 
The Small Business Enterprise and the Management Prerogative Issue : 
J. G. Turnbull. Equal Pay for Equal Work Legislation : Marguerite J . 
FisnER. Profit Sharing under Collective Bargaining ; J. N. Scanlon. 
Economic and Legal Aspects of Profit-Sharing Plans : G. Simons. 

Harvard Business Review. 

September 1948. Problems in Reporting Corporation Income : G. D. 
Bailey. The Reality of Inventory Profits : C. A. Bliss. Industrial 
Relations with Professional Workers : H. R. Northrup. The Lesson of 
Guaranteed Mortgage Certificates : L. S. Posner. Indirect Approach to 
Market Reactions : L. Cheskin and L. B. Ward. Business Organ- 
ization for Effective Use of Forest Products : W. A. Hosmer. Western 
Europe's Attack on Inflation : F. H. Klopstock. Economic Defense 
of the United States : C. C. Abbott. Management Services for Small 
Business through Trade Associations : I. D. Robbins. 

Banque . 

June 1948. L' Investissement international , la Banque de Bretton- Woods 
et le Plan Marshall : F. Perroux and P. Pujade. 
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Schweizeriachc Zeitschrift Fur Volkswirtschaft and Statistic. 

October 1948. V crkehrswirtschaf flicker tjberblick : H. R. Meyer. De 
Vergleich von W irtschaftsordnungen : A. v. Muklenfels. Zur Preis 
bildung bei ungewissen Erwartungen : J. Niehans. 

De Economist. 

October 1 948. De betelcenis van de landbouw voor de toekomstige Nederlandse 
uitvoer : K. H. Schalkers. The problem of the balance of payments 
has underlined the necessity of higher exports; and to achieve this 
end industrialisation is advocated. The possibility of the share which 
agriculture might play is apt to be neglected. In considering the 
question, it is necessary to consider what volume of exports is possible. 
A review of the openings for exports in agricultural products shows that 
investment in the agricultural sector is as important as investment else- 
where ; at present these are underestimated. There is everywhere mani- 
fested an increased demand for food : in particular the figures for the U.S.A. 
are quoted. This indicates a structural change. The causes for this 
increased demand for food lie partly in the increased purchasing power 
of the working population; partly also in the views of governments 
regarding the importance of a well-fed population. It is increased 
productivity that creates increased purchasing power, which means 
increased demand for food, especially where large sections of the popu- 
lation wore underfed before the war. There is also the influence of 
changed distribution, as causod by progressive taxation. Trends are 
indicated up to I960, and it is suggested that under the influence of 
increased productivity in industry and the increase of tho world popula- 
tion as a whole, the demand for food will continue to rise. Enkele 
opmcrkingen over het toekomstige prijspeil van agrarische producten ; 
A. L. S. Bar. Written in conjunction with the preceding article, the 
object of this paper is to show that, from the side of supply also, a rise 
in the price of agricultural products is to be expected. The writer 
refers to the work of Colin Clark, of whom he is appreciative but critical. 
There is in future little possibility of increasing the area of production. 
In tho U.S.A. increased intensivity is possible, but there is little possi- 
bility of increased extension of cultivation. The conclusion drawn is 
that in 1960 world agricultural production will probably be from 20% 
to 25% above the level of 1930. At the same time world population 
in 1960 will be from 30% to 35% greater than in 1930. Consequently 
the food production per head will be markedly smaller in 1960 than in 
1930. If the world continues to use the same kinds of food, consumption 
per head will be smaller and thore will be a rise in the price of food. As 
a consequence there will be a tendency for governments to intervene 
to regulate prices. Ecu ideeen-compensatie met Qriekenland : W. T. H. 
Voqelaar. A discussion of trade relations between the Netherlands 
and Greeco, with reference to an article in tho June number of De 
Economist . 

Economia Intemazionalc. 

August 1948. Migrazioni e commercio intemazionalc : A. Sauvy. Effetti 
deUe imposte e teorie del “full employment ” : E. D’Albergo. II 
bilancio economico nazionalc : I. Jantzen. U economia europea ed i 
prodotti agricoli iropicali e sub-tropicali : M. Bandini. I grandi prohlemi 
economici del settore pubblico : E. Anglade. 

Italian Economic Survey . 

September — October 1948. The Growth of International Exchanges. 
The Italian Economic Situation. 

Critica Economica. 

July-August 1948. II dibattito sul calcolo economico in una economia 
socialista : Maurice Dobb. Gonsiderazioni sui presupposti della 
economia pianificata : A. Pesenti. La direzione della grande produzione 
industrial delV'U.R.S.S. : A. Arakelian. 



128 


THE ECONOMIC JOURNAL 


[MARCH 


Moneda Y Cr&dito . 

June 1948. El archivo de Simdn y de Cosme Ruiz : M. Lapeyre. La 
riqueza privada espanola : A. Guereeiro. Hidrologia espariola y saltos 
de agua : E. Becerril. La literatura economica : J. M. Naharro. 

Europa-Archiv. 

October 1948. Iran zwischen den Grossmachten 1941 bis 1948. Doku - 
mente zur Stellung Irana zwischen den Grossmdchten. Die oateuropdische 
W irtachaj tar evolution. Rolens Rolle im kiinftigen europdischen Waren - 
umsatz . Die Lage des deutschen Archivwesena nach dem Kriege. Ruasland - 
literatur in den Vereinigten Staaten. 

November 1948. Soziale Veraicherung in Groaabritannien und FranJcreich . 
Materialien zur deutschen Sozialversicherung . Der Zweijahresplan filr 
die sowjetiache Besatzungszone Deutschlands. Expansion der Staatswirt - 
schaft. 

Ekonomiska Samfundeta TidsJcrift . 

Vol. I, No. 3, 1948. Om nationcdinkomst och nationalrdkenskap : V. 
Lindberg. En befolkningsstatistisk jdmfordse mellan Finland och 
Sverige : L. Tornqvist. 

Index. 

September 1948. Economic Survey . June- August 1948. 

Revue de la Faculte des Sciences lSconomiques de V University D' Istanbul. 

October 1947-January 1948. La position tMorique du probUme gSnSral 
de V inflation : V. Rouquet La Garrigue. Nouvelles tendances de la 
politique financier e : F. Neumark. 


NEW BOOKS. 

British. 

Aristotelian Society. Proceedings of the Aristotelian Society. 
New Series. Vol. XL VIII. London : Harrison, 1948. 8|*. Pp. 
212. 30«. 

[This contains twelve papers on philosophical problems road to the Aristotelian 
Society during the session of 1947-48.] 

Aristotelian Society. Supplementary Volume XXII. Logical 
Positivism and Ethics. London : Harrison, 1948. 8$'. Pp. 215. 
21 *. 

[This is an introductory address and four symposia of papers read to the 
joint session of the Aristotelian Society and the Mind Association at Durham in 
July 1948.] 

Benham (F.). Economics. 4th edition. London : Pitman, 1948. 
9\ Pp. xvii + 542. 12*. 6 d. 

[This is a fourth edition of one of the most popular text-books of to-day. It 
includes very minor amendments, mainly in the form of footnotes, and a new 
chapter on “ Post-war Economic Problems.”] 

Bibliography in Economics for the Honour School of Philosophy, 
Politics and Economics. Oxford : Basil Blackwell, 1948. 84*. Pp. 
40. 2*. 

[This select bibliography of economics, designed for undergraduate reading, 
was prepared at the request of the Sub-Faculty of Economics of Oxford University. 
It contains a useful list, not only of books, but also of the principal articles m 
journals to which undergraduates are ordinarily referred. It will be useful to 
teachers in other universities besides Oxford.] 
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Brennan (T.). Midland City. Wolverhampton Social and 
Industrial Survey. London : Dennis Dobson, 1948. 9£'. Pp. 178. 
15s. 

[To be reviewed.] 

Brown (F.) (Ed.). Statistical Year-Book of the World Power 
Conference. London : Central Office of the World Power Conference, 
1948. 11\ Pp. 212. 45s. 

[This represents an attempt to compile and publish international statistics of 
power resources, developments and utilisation on a comprehensive and comparable 
basis for the eleven years 1936-46. J 

Central Mortgage and Housing Corporation. Housing in 
Canada. A factual summary, July 1948. Ottawa : Central Mortgage 
and Housing Corporation, 1948. 9£\ Pp. 89. 

[This includes statistics down to mid* 1948.] 

Dewett (Kewal Krishan) and Singh (Gurcharan). Indian 
Economics. 3rd edition. Delhi : Premier Publishing Company, 
1948. 9\ Pp. xi + 806. Rs. 12/8/-. 

[A new, third, edition of a text-book for Indian students which has been enlarged 
and revised, with new chapters on the Indian national income, full employment 
and the economic consequences of Indian partition.] 

Harris (Seymour E.) (Ed.). The New Economics. Keynes’ 
Influence on Theory and Public Policy. London : Dennis Dobson, 
1948. 8J". Pp. xxii + 686 + ix. 30a. 

[This is a very welcome English edition of a volume published some little time 
back in the United States and already familiar to English readers.] 

Hassell (J. G.). Comparative Tables of the Sections of the 
Companies Acts 1929, 1947 and 1948. London : Jordan and Sons, 
1948. 8£\ Pp. 50. 3a W. 

[A comparative table which takes the subject matter of each section of the 
Act of 1948 and indicates in what section, if any, of tho Acts of 1929 and 1947 it 
was covered.] 

Hicks (J. R.). The Problem of Budgetary Reform. Oxford : 
Clarendon Press, 1948. 7'. Pp. 95. 5s. 

[To be reviewed.] 

Hollowood (B.). Poor Little Rich World. London : Nelson, 
1948. 6$'. Pp. 167. 3«. 6 d. 

[This book is compiled from wireless talks given under the above title. It is 
enriched by charming illustrations by the author, who is familiar as Hod of Punch.] 

Jathar (G. B.) and Beri (S. G.). Elementary Economics. Bombay 
and London : Geoffrey Cumberlege, 1948. 7”. Pp. viii + 200. 4$. 

[An abridgement, for elementary students, of Parti of the authors* Introduction 
to Economics. This is a new third edition.] 

Jennings (Sir Ivor). The Economy of Ceylon. Bombay and 
London : Oxford University Press, 1948. 7". Pp. ix + 224. 10a 6 d. 

[To be reviewed.] 

Jones (J. H.). The Economics of Private Enterprise. London : 
Pitman, 1948. Pp. ix + 482. 15a 

[This is a third edition of a popular text-book. The main changes which have 
been made since the second edition of 1933 affect Book IV, where there are new 
chapters on population and the economy of war, and the whole treatment of the 
trade cycle has been revised.] 

Jonbs (J. H.). The Steel Industry and Nationalisation. London : 

Pitman, 1948. 8$'. Pp. 32. la. 

[Prof. Jones has spent a life-time in close contact with the steel industries. 
He writes as a liberal, with grave doubts of the wisdom of supplanting private 
enterprise by public enterprise.] 

No. 233— VOL. LEE. 
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Kaldor (N.) and Silverman (R.). A Statistical Analysis of Adver 
tising Expenditure and the Revenue of the Press. (National Institut 
of Economic and Social Research. Economic and Social Studies, VIII. 
Cambridge : University Press, 1948. 9J*. Pp. xv + 200. 15s. 

[To be reviewed.] 

Kendall (M. G.). Rank Correlation Methods. London : Charle 
Griffin, 1948. 9'. Pp. vi + 160. 18«. 

[To be reviewed.] 

Maternity in Great Britain. London : Oxford University Press, 
1948. 9*. Pp. xvi + 252. 12s. 6 d. 

[To be reviewed.J 

The Nuffield Foundation. Third Report. Oxford : University 
Press, 1948. 8£\ Pp. 91. 

[This report, covering the year ending March 31, 1948, includes a section 
showing the numerous grants of the Foundation to the social sciences and the 
valuable work that has been made possible by it.] 

Proceedings of the Sixth International Conference of Agricultural 
Economists. London : Oxford University Press, 1948. 9*. Pp. 
xii + 508. 25s. 

[This volume reprints the papers read to the Sixth International Conference 
of Agricultural Economists held at Dartington Hall in the autumn of 1947. The 
subjects fall under a few main heads : the movement of farm population ; the 
flexibility of land tenure, capital and credit systems to meet technical economic 
and social developments; the effectiveness of market mechanism for adjusting 
farming to public need ; the place of state buying and selling in free world trading ; 
the human satisfaction of rural work and rural living. A number of other 
individual contributions cover technical and economic problems and include a 
paper by Dr. Scott Watson on the Agricultural Problem of Great Britain.] 

Qureshi (Anwar Iqbal). The Future of the Co-operative Move- 
ment in Inda. Bombay and London : Oxford University Press, 1947. 
8£\ Pp. 166. 10$. 6rf. 

[To be reviewed.] 

Rajkumar («N. V.). Indian Political Parties. New Delhi : 
All-India Congress Committee, 1948. 8". Pp. 139. Rs. 2/8/-. 

[This very interesting pamphlet seeks to show how political parties are 
gradually growing up in India. The author argues that there is a visible weakening 
and disruption of the Congress now that freedom has come, with internal feuds and 
opportunist place-seekers. The socialist party was the hope of young India, but 
disillusion came gradually when the party failed to give a positive lead. Com- 
munism brought odium on itself in 1 942, but has partly atoned for past sins by 
active opposition to anti-social activities. The communal parties have no future, 
they have hate, but no lead to give the people. “ If there is one conclusion more 
than any other . . . it is that India does not as yet possess a stable party system.”] 

Research and Scholarship in the University of Sydney. A short 
record of original work done during 1944 and 1945. Sydney : 
Australasian Medical Publishing Company, 1948. 8$*. Pp. 101. 

[This includes information of work in economics and the social services done 
in those years.] 

Review of the Co-operative Movement in India 1939-46. Bombay : 
Reserve Bank of India, 1948. 8£*. Pp. 111. 

[This review, covering the years 1939-46, contains an immense volume of 
useful statistical material. In particular, it brings out the great financia l 
strengthening of the societies during the war years, the stabilisation of the 
weaker societies, the elimination of a large volume of bad debts, and frozen debts, 
the building up of surplus funds. At the moment the societies are strong, rich 
and looking for new activities or new opportunities to expand along familiar 
lines. It is greatly to be hoped that this prosperity will continue.] 
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Road Transport Executive. Gazetteer of Undertakings acquired 
to October 31st, 1948. No. 2. London : Road Transport Executive, 
1948. 8'. Pp. 51. 

[This lists the road -transport undertakings acquired and indicates the nature 
of the business that they have been conducting.] 

Silverman (H. A.). The Substance of Economics. London : 
Pitman, 1948. 8J*. Pp. xvi + 364. 15s. 

[A new twelfth edition which has been revised and brought up to date.] 

Smith (L. J. Morris). Jordan’s New Company Law 1948. 
London : Jordan & Sons, 1948. 8|*. Pp. vi + 97. 7$. 6 d. 

[This book gives an account of the change in the legal position of Companies 
which are embodied in the Companies Act of 1948.J 

Smith (Oliver). Index to the Companies Act 1948. London : 
Jordan & Sons, 1948. 8£*. Pp. 62. 5s. 

[A subject index which gives references to the section or schedule and page 
in the King’s Printer’s copy of the Act on which each subject is treated.] 

Socialist Party of Great Britain. Russia since 1917. Socialist 
Views of Bolshevik Policy. London : Socialist Party of Great Britain, 
1948. V. Pp. 113. Is. 

[This pamphlet is a collection of twenty-one articles published originally in 
the Socialist Standard and covering a period of over thirty years. They are 
reprinted exactly as published.] 

Statistical Statements relating to the Co-operative Movement in 
India for the Year 1945-46. Bombay : Reserve Bank of India, 1948. 
13*. Pp.20. Rs.2. 

[The statistics show a tremendous growth since the 1930s.] 

Subrahmanyam (A. N.). An Inquiry into Economic Theory. 
University of Mysore, Studies in Economics and Politics No. 4. 
Mysore : Government Branch Press, 1948. 8£*. Pp. viii -f 115. 
Rs. 1/4/-. 

[To be reviewed.] 

Thorne (W. J.). Banking. London : Oxford University Press, 
1948. 6g. Pp. 160. 5s. 

[To be reviewed.] 

Wilson (T.). Fluctuations in Income and Employment. London : 
Pitman, 1948. 8J*. Pp. x + 217. 205. 

[This is tho third edition of a book reviewed by Mrs. Robinson in the Economic 
Journal of December 1942. It has been revised to bring it up to date and to 
reflect certain changes in the author’s own thinking.] 

Wiseman (H. V.). The West Indies. Towards a new Dominion ? 
London : Fabian Publications and Victor Gollancz, 1948. 8*. Pp. 
45. 25. 

[The main purpose of this pamphlet is to consider tho possibilities of federation 
in the West Indies, as a first step towards Dominion status. Like most Fabian 
pamphlets, it is packed with useful facts, figures and ideas.] 


American. 

Bassett (H. Y.). What does Industry expect of a Community? 
University of Alabama : Bureau of Public Administration, 1948. 6*. 
Pp* 19. 

[A paper by tho Vice-President of one of the Divisions of the Calumet and 
Hecla Company which describes why the company selected the City of Decatur for 
its new plant and rejected a large number of alternative sites. The reasons by 
no means fit into the usual text-book list of the factors determining location.] 
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Culliton ( J. W.). The Management of Marketing Costs. Harvard 
University : Graduate School of Business Administration, 1948. 8*. 
Pp. x + 166. $2.50. 

[To be reviewed.] 

Education for Professional Responsibility. Pittsburgh : Carnegie 
Press, 1948. 8'. Pp. x + 207. 

[This is a report of the proceedings of a conference on education for professional 
responsibility which was held at Brick Hill Falls, Pennsylvania, in April 1948. 
It covers a wide range of professions, and education for business and other activities 
in which economists omploy thoir professional talents occupies only a small part 
of the volume. There are, however, included three or four papers which are of 
interest in that connection.] 

Evans (G. H.). Business Incorporations in the United States 1800- 
1943. New York : National Bureau of Economic Research, 1948. 
ir. Pp. viii+184. $6.00. 

[To be reviewed.] 

Hacker (L. M.) and Others. The New Industrial Relations. 
Ithaca, New York : Cornell University Press (London : Geoffrey 
Cumberlege), 1948. 9*. Pp. 150. 11$. 6d. 

[Five lectures given at Cornell University in the oarly months of 1948 under 
the sponsorship of the New York State School of Industrial and Labor Relations. 
The lecturers were Louis M. Hacker, Benjamin M. Selekman, Ralph T. Seward, 
William J, Dickson and T. V. Smith.] 

Hague (H. M.). The Use of Training Films in Department and 
Specialty Stores. Harvard University : Graduate School of Business 
Administration, 1948. 8'. Pp. vi + 148. $1.50. 

[The U.S. Armed Forces made great use of films and other audio-visual training 
aids. The possible extension of thoir uso to training for civil occupations is being 
studied by the Harvard Graduate School of Business Administration. This 
monograph is one of the results.] 

Kaplan (A. D. H.). Small Business : its place and problems. 
New York and London : McGraw-Hill, 1948. 9*. Pp. xiv + 281. 

19$. U. 

[To be reviewed.] 

Killough (H. B.) and Killough (Lucy W.). Economics of 
International Trade. 2nd edition. New York and London : McGraw- 
Hill, 1948. 9*. Pp. xiv + 463. 30$. 

[This is a second edition of a book noted in the Economic Journal of June 
1938. The new edition devotes less space to descriptive analysis of industries 
and resources and more to the underlying economic principles. The first three 
parts are in the main historical and bring the developments of practice and 
theory down to Adam Smith. Part III deals with the developments of the 
theory of comparative costs, the developments of free trade and the problems 
of the balances of payments during the nineteenth century and the first part of the 
twentieth; it ends with a discussion of full -employment policies, economic 
nationalism and tariff policies. Finally, Part IV covers more recent tendencies, 
including the dislocations due to the last war, the Bretton Woods Agreement, 
I.T.O. and the position of the U.S.A. in the world economy.] 

Kirkland (E. C.). Men, Cities and Transportation. A study in 
New England History. 1820-1900. 2 vols. Harvard University 
Press (London : Geoffrey Cumberlege), 1948. 94". Pp. xvi + 528 + 
ix + 499. 70$. 

[To be reviewed.] 
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Lbtiohb (J. M.). Reciprocal Trade Agreements in the World 
Economy. New York : King’s Crown Press (London : Geoffrey 
Cumberlege), 1948. 9". Pp. x + 82. 3s. 

[This pamphlet is of great interest. It covers not only the whole range of 
problems concerned with the Reciprocal Trade Agreements Act of 1934 but also 
the wider issue of U.S. commercial policy in a post-war world.] 

Lyons (L. M.) (Ed.). The Nieman Fellows Report. An account 
of an educational experiment in its tenth year. Cambridge, Mass. : 
Harvard University Press (London : Geoffrey Cumberlege), 1948. 
8£*. Pp. 133. 1 5s. 

[Each year since 1938 about a dozen journalists havo gone to Harvard with 
Nieman Fellowships, established in momory of the founder of the Milwaukee 
Journal to raise the standards of journalism. This volume gives short accounts 
by some of the first hundred and twenty fellows of what they did at Harvard, 
why they did it and what they got out of Harvard.] 

McCahan (D.) (Ed.). The Beneficiary in Life Insurance. Phila- 
delphia : University of Pennsylvania Press (London : Geoffrey 
Cumberlege), 1948. 8^\ Pp. xiii + 250. 20 8 . 

[A volume of ten lectures by loading United States authorities on different 
aspects of life insurance, with the beneficiary as the centre of thought.] 

Mace (M. L.). The Board of Directors in Small Corporations. 
Harvard University : Graduate School of Business Administration, 
1948. 8'. Pp. 92. $2.00. 

[This monograph deals with the functions, qualifications and incentives of 
directors of small corporations.] 

Mayo (E.). Some Notes on the Psychology of Pierre Janet. 
Harvard University Press (London : Geoffrey Cumberlege), 1948. 
7J\ Pp. vii + 132. 14 8 . 

[Prof. Mayo deals with those aspects of Janet’s work which are of particular 
importance to students of the social sciences and industrial psychology.] 

Mund (V. A.). Open Markets. An essential of free enterprise. New 
York and London : Harper Bros., 1948. 8\ Pp. xi + 272. $3.00, 

[This book is a history of the rise and decline of open markets, including 
descriptions of contemporary monopolistic practices and concluding with a 
presentation of the case for increasing the “ perfection ” of markets for the basic 
products of industry and agriculture. Both the historical and the critical 
sections Suffer from over-simplification : for example, to ascribe the whole of the 
contemporary liability to general unemployment to monopolistic practices is to 
overstate a strong case.] 

National Planning Association. Planning Pamphlets, No. 64. 
The Role of Uprooted People in European Recovery. By Jane P. C. 
Carey. Washington D.C. : National Planning Association, 1948. 
7£'. Pp. 85. $1.00. 

[A full and detailed analysis of the problem of Displaced Persons in Europe 
and of the immense difficulties involved in their movement and resettlement.] 

Patterson (S. H.) and Scholz (K. W. H.). Economic Problems 
of Modem Life. 4th edition. New York and London : McGraw-Hill, 
1948. 9'. Pp. xx + 782. 285. 6d. 

[A new fourth edition of a text-book which first appeared in 1927. While the 
original plan has beon retained, the economic changes of the past decade have 
necessitated a completo re-writing.] 

Pollak (O.) . Social Adjustment in Old Age. A Research Planning 
Report. Bulletin 59. New York : Social Science Research Council, 
1948. 9*. Pp. x + 199. 

[The purpose of this monograph is to pose the questions for research into the 
problems of old age rather than to answer them. It covers in the main the 
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demographic problem of increasing proportions of the old aged and the psycho- 
logical problems of adjustment involved in retirement, dependency and old age 
generally.] 

Yodeb (Dale). Demands for Labor : Opportunities for Research. 
(Sooial Science Research Council, Pamphlet 7.) New York : Social 
Science Research Council, 1948. 9*. Pp. 40. 50 cents. 

[The purpose of this pamphlet is to show analytically the fields in which useful 
research into problems of the labour market might be conducted.] 


French. 

Aftalion (A.). Monnaie et ficonomie Dirig6e. Paris : Librairie 
du Recueil Sirey, 1948. 9". Pp. 413. 600 frs. 

[To be reviewed.] 

Swiss. 

Beglingeb (J.-F.). Les Conditions ficonomiques de la Paix. 
Lausanne : Librairie F. Rouge, 1947. 9'. Pp. 264. 

[To be reviewed.] 

Fublan (L. V.). Das Harmoniegesetz der Statistik. Eine 
Untersuchung uber die metrische Interdependenz der sozialen 
Erscheinungen. Basle : Verlag ftir Recht und Gesellschaft AG, 1946. 
9*. Pp. ix + 504. 

[This is a most extraordinary book. Prof. Furlan has set himself the task of 
studying the behaviour of aggregates of statistical numbers (such as are found 
in the tables of statistical yearbooks) without reference to their subject matter. 
For this purpose he selects the frequency distribution of the first significant figure 
of these numbers (which he calls the “ Indikante ”) for special analysis. He 
asserts that if numbers are selected from statistical tables, the frequency of cases 

in which the first significant figure is a would approximate to log 10 ^ 1 + ^ in the 

statistical sense. In particular, the digit 1 would be found as the first significant 
figure in about 30% of all the cases. Professor Furlan calls this frequency 
distribution “ harmonic ” and shows that a similar distribution of first significant 
figures would be found if the series l r , 2 r , 3% 4 r . . . were studied for large 
values of r. On the basis of the coincidence of these two distributions a number 
of rather vague generalisations are made regarding the growth of economic and 
social phenomena as a whole. The book contains a number of amusing statements 
about the frequency distributions of the Indikanten of artificially constructed 
aggregates, but one remains rather puzzled about the relevance and importance 
of the so-called “ harmonic ” law. Even if it did hold true under all circumstances 
it seems little more than an oddity from which no further fruitful conclusions 
can be drawn. The whole book is written in a prolix fashion, and there is no 
index. One cannot help feeling that a subject which might have made an 
amusing paper has been inflated out of all proportion to its importance.] 


Official. 

British. 

Queensland Year Book, 1947. No. 8. Brisbane : Government 
Statistical 1948. 8£". Pp. 397. 

[This new issue contains statistical material in most cases for 1946 and in 
certain cases also for 1947.] 

Report of the Interdepartmental Committee on Social and Economic 
Research. London : H.M. Stationery Office, 1948. 9 Pp. 15. 4 d. 

[This report deals with problems of economic and social research conducted in 
government departments and the access of outside research workers to material 
in the possession of government departments. It is of very great interest to all 
engaged in economic research.] 
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Second Annual Report of the Registrar of Banks for the Period 
ended 30th June 1947. Pretoria : Government Printer, 1948. 13'. 
Pp. 36. 5a. 

[This contains valuable statistical material relative to banks in the Union 
of South Africa.] 

Social and Economic Planning Council. Third Annual Report 
for the year ended 30th September 1947. Pretoria : Government 
Printer, 1947. 9'. Pp. 16. 1 a. 6 d. 

[This includes a short economic survey of conditions in South Africa over the 
year ending September 1947.] 

Tenth Annual Report of the Registrar of Building Societies for the 
Period ended 31st December 1947. Pretoria : Government Printer, 
1948. 13*. Pp. 27. Ss. 

[This includes full statistics of assets and liabilities of the building societies 
operating in the Union of South Africa.] 

Dutch. 

White Paper Regarding the Measures for the Currency Rehabili- 
tation in the Netherlands. The Hague : Government Publishers 
(London : H.M. Stationeiy Office), 1947. 9^". Pp. 219. 10s. 

[A White Paper issued by the Netherlands Minister of Finance which describes 
the measures taken for currency rehabilitation. The primary object was to 
secure monetary equilibrium by restricting the use of the surplus purchasing 
power resulting from the War, which was in danger of driving up prices. At 
the same time the monetary reforms restored the incentives to work and was a 
necessary means of restoring the budgetary position. The White Paper describes 
in detail all the processes of withdrawal of the old note issues and the subsequent 
measures of deblocking.] 

Fbencjh. 

Banque de France. Compte Rendu des Operations pr£sent6 
k Monsieur le President de la R^publique au nom du Conseil General 
de la Banque de France par M. Emmanuel Monick, Gouverneur, et 
Rapport de MM. les Censeurs. Paris : Imprimeries Paul Dupont, 
1948. 12J*. Pp. 62. 

[An annual report of the operations of the Bank of France during 1947. It 
begins with a general economic review of the year.] 

International. 

United Nations. Selected World Economic Indices. Lake 
Success : United Nations, Department of Economic Affairs (London : 
H.M. Stationery Office), 1948. 11*. Pp. 53. 5s. 

[This is the first of a new series prepared by the Department of Economic 
Affairs of the United Nations. It shows both statistically and diagr&mmatically 
the trends in thirty-six main fields of economic activity. In most cases 1938 is 
taken as a base, and figures are given for the first and last quarter of 1947 and 
for the first quarter of 1948. There is in most cases a certain amount of country 
break-down, and as well as a world total, the components for U.S., U.K. and 
other leading countries of major economic importance are given. World agri- 
cultural production for 1947-48 is given as about 93J% of 1934-38 and world 
industrial production in the last quarter of 1947 as 135% of 1938, or, excluding 
U.S.A., Germany and Japan, 119% of 1938.] 
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WHOLESALE PRICES, 1938-48 

The index number of wholesale prices as now calculated by 
the Board of Trade is not a satisfactory indicator of post-war 
price movements. No one would deny this, least of all the Board 
of Trade. The index is based on 1930, and the choice of items and 
their weights was guided by conditions in that year. Moreover, 
it was then deemed impossible to obtain price series for most 
manufactured articles, so that the index includes the prices of 
very few end products of manufacturing. Clearly, we need a re- 
vised index based — and more broadly based than hitherto — on 
the year 1948, in respect of which a Census of Production is being 
taken. In the last section of this article, we set out some con- 
siderations on the nature of the revisions which are desirable. 
However, we must first analyse, as far as possible with existing 
price series, the structure of prices in 1948 in relation to a pre-war 
year (1938). Such an analysis is of interest in itself, and it will 
also guide us in making suggestions for a new index of wholesale 
prices based on 1948. 1 


I 

There are several index numbers of prices of basic food pro- 
ducts , home produced and imported. Some of them are of little 
present use, since they include food products at various stages of 
production and distribution, some prices being before and others 
after subsidies. What we require, first, are index numbers of basic 
products before subsidies. The best for this purpose are the index 
of average values of food imports (Board of Trade) and the index 
of agricultural prices (Ministry of Agriculture). The latter is, in 

1 I have to acknowledge UHstance received from the Economic Research 
Division at the London School of Economics in tho laborious computations in- 
volved in this analysis, from the Board of Trade in placing at my disposal the 
individual price series of their index of wholesale prices and from the Ministry 
of Food in providing information on the incidence of food subsidies without which 
some of my calculations would have been impossible. None of these organisations 
has any responsibility for my conclusions. 

No. 234 — vol. lxx. 
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effect, an index of prices received by domestic farmers, inclusive 
of direct Government payments. The following tables involve 
some re-grouping of the constituents of these two index numbers. 

In Table I, the index of average values of imports is shown 
rather than that of import prices, since we wish to trace changes 


Table I 

Index Numbers of Average Values of Food Imports 

(Average 1938 = 100) 



i 

Grain and 
flour. 

Meat. 

Dairy 

produoo. 

Other 

foods. 

All 

foods. 

Tobacco. 

Average 1946 

262 

187 

212 

227 

217 

235 

1947 

299 

200 

234 

282 

255 

237 

1948 

333 

213 

275 

294 

282 

228 


Notes. 

Otlior Foods (and AH Foods) include fish, fruit and vegetables (fresh and pre- 
served), tea, coffee, cocoa, sugar and miscellaneous manufactured foods, 
together with alcoholic drinks; but exclude animal feeding-stuffs (except 
grain), live animals and oilseeds. Tobacco average values aro before duty. 

in what we pay for the imports actually brought in, allowing for 
their changing sources and composition. We are not interested 
here in the changes in world prices of particular commodities. 
Against the use of average values, it can be argued that they 
reflect changes in quality as well as in price. This is true, but the 
argument applies much more to manufactures than to the more 
basic food products and raw materials. We can take the average 
values index, at least for food and raw materials, as a fair indication 
of changes in the prices paid for the imports we actually get. 

The index of average values of food imports is by no means 
confined to basic food products, sinco it includes manufactured 
foods and alcoholic drinks. But it does represent prices (mainly) 
before subsidies at the earliest stage at which foods enter pro- 
duction and distribution in this country. Similarly, the index of 
agricultural prices, shown in Table II, reflects prices received by 
domestic farmers, before food subsidies and with acreage pay- 
ments. Here, livestock and dairy produce should strictly be 
regarded as “ intermediate products ” and their prices are reduced 
by the effect of the subsidy on animal feeding-stuffs. It might 
be better to go back to the basic materials ( e.g ., feeding-stuffs), 
but no suitable price series are available. 

The level of prices in 1948 was about 2f times that in 1938 for 
food imports and rather less, perhaps 2& times 1938, for prices 
received by domestic farmers. The price rise from 1938 was more 
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Table II 

Index Numbers of Agricultural Prices 

(Average 1938 — 100) 



Grain. 

Potatoes. 

Livestock. 

Dairy 

produce. 

Average 1946 

219 

190 

184 

209 

1947 . 

226 

208 

218 

225 

1948 . 

2G4 

234 

240 

243 


Notes. 


Grain — wheat, barloy and oats. 

Livestock — cattlo, cows, sheep, ewes, bacon and pork pigs, sows and poultry. 
Dairy Produeo — milk, butter and eggs. 

Woights vary from year to year as in the Ministry of Agriculture index. 


than average for grain, 1948 import prices being about 3j times 
1938 and times 1938 for prices to domestic farmers. The 
price rise was below average, on the other hand, for livestock 
products, for meat and (to a less extent) dairy produce. Mis- 
cellaneous foodstuffs, such as sugar, fruit and vegetables, show a 
price rise above average. 


II 

For final food 'products , there is an official (Ministry of Labour) 
index of retail prices on June 1947 = 100, and this can be carried 
back to 1938. 1 The price changes, however, are not shown for 
separate food categories, only for all food purchased by working- 
class families. There is no existing wholesale-price index for food 
products and manufactures in the iinal stage. An approximation 
to such an index can be constructed from individual price series 
used in wholesale-price index numbers, and the index shown in 
Table III has been built up in this way. Individual price series 
have been selected from the Board of Trade’s index, and two new 
series added to fill out the fruit and vegetables group. Some 
revisions have been made in the basic series to improve the com- 
parison with 1938. The series are then averaged with an arith- 
metic (not geometric) mean, with a revised weighting estimated 
from amounts flowing through distributive channels. The new 
index, however, is not fully satisfactory, since most manufactured 
(branded) foods are still missing. Flour is included, for example, 
but not biscuits, and fresh fruit but not tinned fruit. We can 
claim that it is better than anything now existing, but still not 
good enough; it probably over-states the price rise for food 
products. 

1 See London and Cambridge Economic Service, Bulletin , February 1949. 
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In particular, the prices in the index are recorded at a uniform 
stage as regards subsidies, i.e., they are after subsidies of all kinds 
(except the special Welfare Schemes). The most striking feature 
of the monthly figures in Table III is that, apart from those 


Table III 

Index Numbers of Prices of Food Products and Tobacco 


(Average 1938 — 100) 



Wholesale prices of food products. 

Ito- 
tai 1 
prices, 
food. 

Tobacco prices. 

Ce- 

reals. 

Meat 

and 

fish. 

Dairy 

pro- 

duce. 

Fruit 

and 

vege- 

tables. 

Other 

foods. 

All 

foods. 

Wholesale. 

Re- 

tail. 

Before 

duty. 



After 

duty. 

Average 1946 


119 

151 

125 

234 

189 

168 

129 

200 

366 

356 

6 1947 


131 

152 

121 

277 

207 

167 

137 

214 

501 

333 

1948 


136 

162 

139 

249 

249 

177 

149 

224 

580 

370 

1948 Jan. . 


135 

149 

121 

268 

250 

171 

143 

217 

556 

359 

Feb. . 


135 

161 

141 

250 

249 

177 

149 

217 

556 

359 

Mar. . 


135 

164 

141 

251 

249 

179 

150 

217 

556 

359 

Apr. . 


135 

164 

141 

263 

249 

180 

151 

217 

681 

373 

May . 


135 

164 

141 

261 

249 

180 

150 

217 

588 

373 

June . 


135 

164 

141 

264 

249 

180 

157 

217 

588 

373 

Jul. . 


135 

164 

141 

255 

249 

179 

149 

222 

589 

373 

Aug. . 


135 

I 164 

141 

264 

249 

180 

148 

223 

589 

373 

Sep. . 


135 

164 

141 

238 

249 

177 

148 

223 

j 589 

373 

Oct. . 


135 

164 

141 

229 

249 

175 

148 

240 

591 

373 

Nov. . 


135 

164 

141 

235 

249 

176 

149 

240 

591 

373 

Dec. . 


135 

164 

141 

206 

245 

172 

149 

240 

591 

373 

Fiscal Year 












1948-49 : 












After subsidies 


135 

164 

141 

236 

248 

176 

150 




Before subsidies 


260 

240 

255 

244 

299 

255 

202 





Notes. 

Wholesale prices of food products (monthly averages), composition and weights : — 

Cereals — flour, bakers (3), flour, non-bakers (2), oatmeal (£), rice ($). 

Meat and fish — beef, home (3), beef, imported (3), mutton, home (I), lamb, im- 
ported (2), pork, home (1), bacon (3), ham (1), chickens (1), cod (J), haddock 
(}), plaice (j), herrings (j), canned salmon (J). 

Dairy Produce — milk (4), butter (4), margarine (1), cheese (1), eggs, home (2), 
eggs, imported (1). 

Fruit and vegetables — apples (1), bananas (1), oranges (1), potatoes (1), tomatoes 

(1) , cabbage (1), onions (1). 

Other foods — sugar (granulated), domestic (2), sugar (granulated), manufacturing 

(2) , sugar (cube) (i), tea (2), coffee (|), cocoa (J). 

Retail prices (mid-month), see London and Cambridge Economic Service, Bulletin, 
February 1949. 

Tobacco prices, wholesale, sories from Board of Trade’s wholesale-price index. 
Tobacco prices, retail, from White Papers on National Income and Expenditure, 
monthly figures showing only Budget change. 

prices which are permitted to vary seasonally (mainly fruit and 
vegetables), controlled prices are changed only infrequently. 
There were price rises early in 1948 but, after March, the only 
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important changes were a small reduction in the price of milk 
(October) and a large cut in the price of cocoa (December). 

The last two rows in Table III show the results of a calculation 
of the rise in prices of food products without subsidies. We must 
be quite clear on the meaning of this calculation. In many dis- 
cussions the effect on prices of the elimination of food subsidies is 
clearly meant to be the effect of the abolition both of subsidies and 
of price control and rationing. It is hazardous even to guess at 
the resulting price change ; certainly, it cannot be measured. The 
present calculation is based on a more limited but completely 
definite interpretation. The question posed is : what will be the 
effect on particular prices, and hence on a particular index number 
of prices, of the reduction of the net subsidy on each commodity 
to zero, price control and rationing remaining otherwise un- 
changed ? The reduction of net subsidies to zero is different from 
the abolition of subsidies. For example, if subsidies were abolished, 
the price of imported eggs would be different from that of home- 
produced eggs. If the net subsidy on eggs is reduced to zero, 
with eggs continuing to be sold at a uniform price, then a profit 
will be made on (say) imported eggs, balancing a loss on home eggs. 

The calculation for the index of wholesale prices of food pro- 
ducts proceeds item by item. It is made for the fiscal year 1948- 
49, since a year must be taken to avoid seasonal effects and since 
the information used ( Hansard , September 24, 1948, written 
answer by Mr. Jay) relates to the fiscal year. The index of prices 
(after subsidies) is assumed to continue into 1949 at the December 
1948 level. The effect of a direct subsidy on a commodity on the 
price of the commodity is given in Hansard. In addition, the 
bulk (£57 million in the year) of the subsidy on animal feeding- 
stuffs is allocated to the main items affected (bacon, milk and eggs). 
In the end, all food subsidies are allowed for except for the small 
balance of that on feeding-stuffs (not attributable to food dis- 
tributed through commercial channels) and the small subsidy on 
fertilisers and molasses. It should be noticed that, once the 
effect of a 100% reduction in subsidies is obtained, it is a simple 
arithmetical matter to deduce the effect of a reduction by any 
other proportion (say by half) across the board, or indeed of a 
reduction differentiating between subsidies. 

For all items in the wholesale-price index, the elimination of 
subsidies (in the present sense) raises the price level from 176 to 
25 5% of 1938, i.e.y the rise is 45%. The corresponding effect on 
the retail-price index cannot be calculated directly, since details 
of price changes by separate food items or groups are not published. 
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The present calculation, however, assumes that the same absolute 
increase occurs, item by item, on the wholesale and on the retail 
price. The relation between wholesale and retail prices is known 
for many items and suggests that the percentage increase in re- 
tail food prices due to elimination of subsidies is 35%, as compared 
with 45% for wholesale prices. Hence, retail food prices, 150% 
of 1938 after subsidies, work out at 202% of 1938 before subsidies. 
The corresponding effect on the index of retail prices, all items, is 
a rise of 12%, i.e., from 175 to 196% of 1938. 1 

We can now bring together our results for food prices in 1948. 
Prices were 250-280% of 1938 for basic foodstuffs, home pro- 
duced and imported ; these prices are (mainly) at a stage before 
subsidies have their effect. Wholesale prices of food products 
after subsidies were 175% of 1938, and retail prices after subsidies 
150% of 1938. Without subsidies, however, wholesale prices 
would be 250% and retail prices 200% of 1938. Hence, as be- 
tween “ basic ” and wholesale prices, the actual difference in the 
price change from 1938 is mainly a matter of subsidies. On the 
other hand, the difference between wholesale and retail price 
changes is the usual “ cushioning ” effect of approximately fixed 
mark-ups; apart from subsidies, rotail prices would be double, 
but wholesale prices 2| times 1938. Further, the larger price 
rise from 1938 in cereals as compared with livestock products, 
noticed at the 4 4 basic ” stage, is scarcely seen in wholesale prices 
before subsidies. In fact, there is little difference in the rises 
since 1 938 between various commodity prices at wholesale. The 
main exception is the larger rise in the prices of the group com- 
prising sugar, tea, coffee and cocoa, all imported items. 

Table III also shows changes in tobacco prices at wholesale 
and at retail. Before duty, raw tobacco prices in 1948 were 2J 
times the 1938 level, a smaller rise than for other agricultural 
produce. After duty, 1948 prices at wholesale were nearly 6 
times 1938, toned down to under 4 times 1938 at retail. 

Ill 

Available data on prices of fuel, power and light are summarised 
in Table IV. 

The price rise from 1938 to 1948, about 90% at wholesale and 
60% at retail, is smaller than in other broad categories of com- 

1 On June 1947 = 100, the effect is to increase the retail-price index for 
1948-49 from 108 to 121. This calculation, therefore, confirms the statement 
made by Mr. Jay in the House of Commons ( Hansard , December 17, 1948, col. 
1619). 
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Table IV 


Index Numbers of Fuel, Power and Light Prices 
(Avorago 1938 ~ 100) 


* 

Wholesale prices. 

Retail 

prices. 

Coal. 

Petro- 

leum. 

Gas. 

Elec- 

tricity. 

All 

items. | 

Average 194(5 . 

201 

138 

142 

89 

164 

142 

1947 . 

220 

143 

145 

8f, 

175 

147 

1948 . 

235 

161 

156 

92 

189 

161 


Notes. 

Wholesale -price index numbers combined with weights — coal (4), petroleum (2), 
gas (1), electricity (1). Coal and petroleum senes from Board of Trade’s 
wholesale-prico index, export coal being excluded. Gas and electricity 
series from White Papers on National Income and Expenditure^ for personal 
consumption (1948 provisional). 

Reiail-prico index, see London and Cambridge Economic Service, hullctin y 
February 1949. The index comprises coal, gas, electricity and other fuel, 
but excludes petroleum. 

modities. Coal prices alone increased by 1948 to as much as 
double the 1938 level. The index of coal juices shown is for 
domestic coals, prices at pit or f.o.b. in the coastwise trade. Ex- 
port prices were raised above domestic juices in 1948; that of 
South Wales Steam in 1948 was 334% of 1938. 

IV 

There is a choice of index numbers of prices of industrial raw 
materials . For imported materials, the index of average values 
calculated by the Board of Trade can be used ; this is based on 
the narrow definition of raw materials in the Trade Returns, 
excluding (for examjile) j)ig iron and copper ingots. For whole- 
sale prices, there are (amongst others) the Statist index of materials 
and the Board of Trade’s index of basic materials. Neither is 
satisfactory. The Statist index is an average of 26 series, mainly 
basic materials but including coal, petroleum and some inter- 
mediate products such as leather. The Board of Trade index is 
a selection of price series from the broad group of industrial 
materials and manufactures, and its main defect is that the selec- 
tion gives rise to an unbalanced weighting. Out of a total weight 
of 33, paper-making materials account for 9 and hides and skins 
5, whereas the iron-and-steel group has a weight of only 1 and non- 
ferrous metals of 4. 1 

1 The basic-materials index is a selection from the wider index without re- 
weighting, The selected series have the same weights as in the wider index and 
some of them carry tho "weight of intermediate and manufactured products as 





144 


THE ECONOMIC JOURNAL 


[JUNE 


What is required is an index of prices of industrial raw materials 
on a rather broader basis and weighted more systematically. An 
approximation to this is provided by the specially constructed 
index shown in Table V. Apart from one additional series 


Table V 

Index Numbers of Prices of Industrial Materials 


(Average 1938= 100) 



Aver- 

age 

values, 

im- 

ports. 

Wholesale prices of industrial raw materials. 

Whole- 

sale 

prices, 

mat- 

erials 

{Statist). 

Iron 

and 

steel. 

Non- 

fer- 

rous 

metals. 

All 

metals. 

Nat- 

ural 

fibres. 

Hides 

and 

skins. 

Forest 

pro- 

ducts. 

All 

ogric. 

All 

mat- 

erials. 

Average 1946 


221 

145 

182 

157 

224 

161 

224 

218 

191 

231 

1947 


278 

152 

278 

194 

307 

170 

281 

283 

243 

291 

1948 


325 

165 

311 

214 

416 

326 

337 

372 

301 

340 

1948 Jan. . 


300 

161 

291 

204 

350 

328 

335 

341 

280 

328 

Feb. . 


304 

164 

297 

208 

364 

328 

338 

349 

286 

333 

Mar. 


306 

164 

297 

208 

395 

328 

337 

362 

293 

335 

Apr. . 


323 

164 

297 

208 

420 

328 

338 

377 

301 

337 

May . 


328 

164 

297 

208 

454 

328 

339 

390 

309 

341 

June 


334 

165 

301 

210 

470 

323 

340 

398 

313 

346 

July . 


339 

166 

301 

211 

444 

322 

341 

386 

308 

345 

Aug. 


340 

166 

303 

212 

428 

322 

338 

377 

303 

343 

Sep. . 


330 

167 

303 

212 

412 

322 

337 

370 

299 

340 

Oct. . 


329 

167 

343 

226 

398 

322 

337 

363 

301 

341 

Nov. 


332 

167 

344 

226 

411 

327 

335 

368 

304 

345 

Dec. . 


335 

167 

359 

231 

439 

329 

334 

381 

314 

348 


Notes. 

Average values, imports, annual averages interpolated in 1948 (monthly) by use 
of index of import prices. 

Wholesale prices of industrial raw materials (monthly averages), composition and 
weights : — 

Iron and steel — pig iron (7), steel billots (2), tinplate bars (1), wire rods (1), 
scrap (1). 

Non-ferrous metals — copper (1), brass (1), lead (1), tin (1), zinc (1), aluminium (1), 
nickel (£). 

Natural fibres — raw cotton (4), raw wool (2), wool tops (2), jute (1), sisal (1). 

Hides and skins — hides, imported (1), hides, home (.}), calf and goatskins {{). 

Forest products — timber, soft (1J), timber, hard (1$), wood pulp, chemical (2), 
wood pulp, mechanical (1), art, silk yarn (2), rubber (1), oils, technical (1). 

Wholesale prices of materials, Statist index (end of month) averaged in pairs. 


(linseed oil), the components are all taken from the Board of 
Trade’s wholesale-price index, with certain revisions in linking 
with 1938. A rough weighting is adopted, and the series are 
averaged with an arithmetic mean. It can be argued that iron 


well as the weight of the raw material. So, it happens that the single series for 
iron ore has been separated from a set of prices of iron and steel products while 
paper-making materials carry the whole woight of the paper group in the wider 
index. 
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and steel are under-weighted in the index ; their weight is certainly 
on the low side. On the other hand, there are subsidies on iron 
and steel, so that the rise in prices (before subsidies) in this group 
would be larger than shown. The incidence of the subsidies can- 
not be determined at all accurately ; as an estimate, the iron-and- 
steel price index in 1948, 165% of 1938, would be raised to at 
least 180% of 1938 if subsidies were eliminated. 

Prices of industrial materials are governed not so much by 
subsidies as by price control, which extends over most items in- 
cluded in the wholesale-price index. For a particular commodity, 
price changes may not be frequent, but they can be large when 
they occur. The monthly figures of Table V indicate, however, 
that price changes do not tend to occur at the same time for differ- 
ent materials even in the same group (except, perhaps, in January, 
a favourite time for price adjustments). The monthly index 
numbers for groups show quite frequent changes. The general 
pattern of change in 1948 was a price rise until mid-year, then 
some decline and a recovery in the last four months of the year. 
Raw cotton and wool were the main items which set this pattern. 
Non-ferrous metals, the other group which increased largely in 
price in the year, showed no price decline, and the rise in the last 
few months was sharp. Rubber prices followed the general 
pattern, except that they were still falling at the year end. Most 
of the other prices were steady after January. 

As with foodstuffs, the rise in prices from 1938 to 1948 was 
greater for materials imports than for materials at wholesale. 
The general rise for materials, however, was larger than for food- 
stuffs. Import prices in 1948 were some 3J times the level of 
1938, and wholesale prices were 3 times 1938. An important 
feature of the change from 1938 to 1948 was the differential be- 
tween the price rise for metals and that for materials of agricul- 
tural origin. Even if subsidies on iron and steel are allowed for, 
metal prices in 1948 were not more than times the 1938 level, 
whereas prices of agricultural materials were 3| times 1938. The 
price movements in the second half of 1948, however, tended to 
reduce this differential. Non-ferrous-metal prices were nearly 
20% higher in December than in June, whereas prices of agri- 
cultural materials (and of foods) were generally rather lower at 
the year end. This reflects the continued strong demand for 
capital goods (augmented by re-armament in the U.S. and else- 
where) on the one hand, and the recovery in world agriculture on 
the other. 
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V 

There is no satisfactory index number of the prices of manu- 
factured products . The Board of Trade index of wholesale prices, 
while including a wide range of raw materials and intermediate 
products, contains practically no quotations of prices of finished 
manufactures. The group entitled “ manufactured articles ” is, 
in fact, composed mainly of intermediate products such as finished 
steel, copper tubes, cotton cloths, chemicals and bricks. In the 
absence of any continuous series of prices of manufactures, we 
attempt here to approximate to an index for manufactures by 
combining two index numbers, one of the price of intermediate 
products, and the other of hourly earnings in the finishing sections 
of the industry concerned. The two are combined in proportions 
shown by the materials and wages bills in the industry in the pre- 
war period. The index of hourly earnings is calculated on the 
basis of fixed numbers (as in 1938) of men and women in the 
various soctions of the industry. A number of assumptions is 
involved in this process of combining unit materials and unit 
labour costs if it is to give an indication of changes in the price 
of the product. In particular, it is assumed that there is no 
change in productivity. The whole process, however, is a rough 
approximation at best and no substitute for a series of price 
quotations of finished manufactures. 

Tables VI and VII show such index numbers for metal products 
and for clothing (excluding footwear), together with the related 

Table VI 


Index Nmnbers of Prices of Metal Products 
(Average ] 938 - 100) 



Prices of raw materials. 

Prices of 
finishod 
iron and 
steel. 

Wholesale 
prices of 
motal 
products. 

i 

Retail 
prices of 
household 
durables. 

Iron and 
steel. 

Non-ferrous 

metals. 

Average 1946 

145 

182 ! 

153 

164 

205 

1947 

152 

278 

163 

188 

219 

1948 

165 

311 

172 

200 

232 


Notes. 


Raw materials prices, as in Table V. 

Finished-iron -and -steel prices, from Board of Trade’s wholesale -price index, com- 
prising twenty quotations for finished steel and five quotations for iron. 

Wholesale prieos of metal products, as described in text with weights : finished- 
iron-and -steel prices (21), non-ferrous-metals prices (5), hourly earnings in 
engineering and finished-metal-products trades (14). 

Retail prices, see London and Cambridge Economic Service, Bulletin February 
1949. 
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Table VII 

Index Numbers of Prices of Clothing ( Excluding Footicear)- 


(Average 1938 = 100) 



| Prices of 
raw 

materials. 

Prices of ir 
prod 

Yarns. 

1 

itormediate 

nets. 

Cloth, etc. 

Wholesale 
prices of 
clothing. 

Retail 
prices of 
clothing. 

Average 1946 

202 

216 

177 

179 

171 

1947 

25 5 

240 

184 

189 

175 

1948 

348 

281 

274 

258 

191 


Not.es. 

Raw materials index composed of raw cotton (weight 4), raw wool and tops (4) 
and artificial silk yarn (2). 

Index of yarns composed of cotton yarns (4), wool yarns (5), artificial silk and 
linen yarns (6). 

Index of cloth, etc., composed of cotton cloth (a), wool cloth (5), hosiery yarns (2) 
and wool skeins (l). 

Wholesale prices of clothing, as described in toxt with weights : prices of cloth, 
etc. (7), hourly earnings in hosiery and clothing (excluding footwear) trades 

(3). 

Retail prices, see London and Cambridge Economic Service, Bulletin , February 
1949. This index includes footwear, but, at retail, the price changes for 
footwoar and other clothing are approximately equal. 


series for raw materials and intermediate products and tlie corre- 
sponding retail-price index for working-class families. 

The price rise from 1938 to 1948 for metal products increases 
as we pass from pig iron and steel ingots to finished steel and to 
finished products. For clothing, the opposite is true, the price 
rise falls off between the raw materials and the finished products. 
The results for metal products are due, in part at least, to the 
effect of subsidies and purchase tax. Iron and steel are sub- 
sidised at the raw-materials stage; the main subsidies are on 
imported scrap, pig iron and steel and on freights on imported 
ores. Apart from these subsidies, the prices of basic and inter- 
mediate iron and steel would be at about the same level, perhaps 
a little more than double 1938, as prices of metal products. Re- 
tail prices show a larger increase over 1938 (particularly in 1946) 
because of the incidence of purchase tax. 

The tapering off in the price rise between textile raw materials 
and clothing is not an effect of subsidies (which were eliminated 
in this group at the beginning of 1948). It may be attributed to 
control through the utility scheme and to the cushioning 
effect of almost fixed mark-ups. The effect of the clothing sub- 
sidies, which were at the cloth stage, can be seen in the period 
(1946-47) before they were removed. The price rise from 1938 
is damped down from the cloth stage onwards. If subsidies had 
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continued in 1948, the level of prices (average 1938 = 100) after 
subsidies would have been roughly as follows, on the basis of a 
simple extrapolation from 1947 : — 



Wholesale prices. 

Retail prices, 


Cloth, etc. 

Clothing. 

clothing. 

After subsidies 

200 

205 

180 

Before subsidies . 

274 

258 

191 


Hence, the elimination of the clothing subsidies raised wholesale 
prices by around 35% for cloths and about 25% for clothing. 
The effect on retail prices of clothing, including footwear, was 
smaller. Even excluding footwear, subsidies affected the retail 
price by only 10% or so. 

No general conclusion can be reached on the rise in prices of 
manufactured goods from 1938 to 1948. If metal products and 
clothing can be taken as typical, wholesale prices in 1948 were 
between 2 and times the 1938 level. The rise at retail may be 
somewhat less, but, here, subsidies and purchase tax have a con- 
fusing effect. Apart from both subsidies and purchase tax, retail 
prices in 1948 were of the order of double 1938 prices. 

A rough comparison can also bo made between export and 
domestic prices. In 1948, export prices of metal goods were 
about 230% of 1938. This is a larger rise than that in either 
finished steel or metal products at wholesale on the domestic 
market. Similarly, export prices of textiles in 1948 were 340% 
of 1938 — a greater increase than for yarns, cloths or clothing on 
the domestic wholesale market. Export prices are not subject to 
the same controls as domestic and, at least up to 1948, it was 
possible to keep them high. 


VI 

We can now summarise the main features of the price structure 
in 1948 in comparison with 1938. In round figures, these are 
given on p. 149. 

There is no “ general level” of prices in 1948; the price 
changes since 1938 are very different in different groups. The 
most noticeable differentials are those between the prices of 
metals and of agricultural products and between fuel prices and 
prices of all other (non-subsidised) commodities. Tho former 
differential is seen most clearly at the raw-product stage ; it tapers 
off in the end-product stages, at wholesale and retail. 
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Prices in 1948 in percentage of 1938. 



Before 

sub- 

sidies. 

After 

sub- 

sidies. 


Before 

sub- 

sidies. 

After 

sub- 

sidies. 

Basic foodstuffs 

Raw materials : 
Natural fibres . 
Other agricultural 
Metals 

Fuel, power and 
light : 

Wholesale 

Retail 

250-280 

415 

335 

225 1 

100 

160 

215 

Food products : 
Wholesale 

Retail 

Clothing : 
Wholesale 

Retail 

Motal products : 
Wholesale 

Retail 

255 

200 

260 

190 

205 1 

235 1 

175 

150 

200 

230 


1 Roughly ostimated. 

Note : Retail prices are for working-class families. 


The effect of subsidies is shown in the table. Many retail 
prices are also affected by indirect taxes, but to an extent which 
is not easily calculated with available data. In particular, 
prices of metal products at retail, 280% of 1 938, are raised by pur- 
chase taxes. Without these taxes and subsidies, these prices 
would not be more than double 1938. 

VII 

The present Board of Trade index of w holesale prices is due 
for revision. The need for revision is recognised by the Board 
of Trade and urgent consideration is being given to the form 
revision should take. I would say, and I believe the Board of 
Trade w ould agree, that the revision must be complete and drastic ; 
no half measures can be accepted. The main defects and disad- 
vantages of the index can be quickly summarised. First, the 
index was designed, and is certainly generally thought of, as a 
“ general-purpose ” index showing changes in the “ general level ” 
of wholesale prices and indicating the changing “ value of money. ,, 
Whatever point this may have had in the past — a debatable 
matter — it has none to-day. 1 What is needed is an examination 
of the price structure, not of the general level of prices, and of 
changes in the structure under changing conditions (including 
subsidies and indirect taxes). Secondly, whatever the purpose 
of the index, the choice of price series was defective. Ihe index 
includes practically no finished manufactures, priced at wholesale. 

1 The “ purchasing value of money ” can be defined and measured by the 
reciprocal of an index of retail prices taken over the whole field of consumers* 
expenditure on goods and services (cf. Hansard , January 31, 1949, written 
answer by Sir Stafford Cripps). But the use of any wholesale -price index in this 
connection seems to mo to be, at least, inappropriate. 
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The difficulties in the way of getting such prices are formidable ; 
they can be, and must be, overcome. Thirdly, the grouping of 
the price series in the index is limited and rigid. This may have 
arisen because the object was to produce one “ general-purpose ” 
index so that a single grouping of all items adding to a total was 
all that was thought necessary. Once the “ general-purpose ” 
concept is given up, all kinds of over-lapping groupings and re- 
groupings become possible and desirable. Finally, the formula 
of the index is a geometric mean of price relatives, rather roughly 
weighted (on the out-of-dato basis of 1930). The geometric 
form has many practical advantages, but it is subject to serious 
objection. 

The following are some suggestions for a revised index. They 
are framed in broad terms, without going into the countless 
difficulties of detail. The general plan of the index, and the 
grouping of the series composing it, must bo considered first. 
Clearly, a large number of representative price series is needed. 
It is not a matter of a largo sample of prices at all stages of pro- 
cessing and distribution. It is rather a question of having enough 
prices to display in various but definite combinations. “ Enough ” 
must be several hundred, but probably short of a thousand series. 

As regards groupings, tho foregoing analysis suggests that the 
prime consideration must be a broad double classification by end 
use of product and by stage of production and distribution. Three 
product groups are essential : fuel, power and light; food, drink 
and tobacco; other manufactures. The first group need not be 
classified by production stage, but a distinction may be made 
between industrial-, commercial- and private-consumption uses. 
The other two groups can each be divided by stages of production 
and distribution, specifically raw, intermediate and final products. 
There may be (and generally will be) a change in product, e.g., 
wheat, flour, biscuits. Some items pass through the three stages 
physically without much change, e.g., vegetables priced to farmer, 
to wholesaler and to retailer. There may be difficulties about 
which are the raw products, e.g ., livestock on the hoof or feeding- 
stuffs. But, in general, at least three stages can be fixed. 

Next, the raw products can be classified by source. The 
simplest grouping is probably : minerals — iron and steel, non- 
ferrous metals, other minerals ; agricultural — farm crops, animal 
products, forest products. Intermediate and manufactured pro- 
ducts can be broadly classified to conform, by the major raw 
material used. They should also be further classified by end use, 
particularly into consumer and producer goods. 
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A further classification, though perhaps a subsidiary one, is 
by main industrial groups, such as vehicles or textiles and clothing. 
In each group, price-index numbers are required for the raw 
materials used, for the intermediate and for the final products. 
It is to be stressed that, here as in all classifications, all the price 
series assembled need not be used in a grouping, and any one 
price series can appear in several groups. 

Once the general plan and groupings are fixed, the choice of 
series can be made. In each group, rejiresentative price quota- 
tions are to be selected. It is not necessary that all “ important ” 
prices must be taken. If two prices are highly correlated in their 
movements, one will generally serve. It may be better to take in 
a less “ important ” price which has a different movement. 

The specification of the price quotations is a vital matter. 
Prices should be obtained on recognised wholesale markets, not 
average import values or at retail. Most important, however, is 
the need to price at a uniform stage or market. Raw products 
may be priced at the point of first sale in the U.K. Final pro- 
ducts may bo taken at the price as sold by wholesaler to retailer. 
But, whatever stage is fixed, the same point should be sought for 
each commodity. To take, for example, some products at the 
price paid by wholesaler and others at that paid by retailors can 
make the resulting index of little use, particularly in view of the 
incidence of subsidies and indirect taxes. 

A question arises here whether export prices should be in- 
cluded or not. It is perhaps best to confine the wholesale-price 
index to domestic trade, including imports, but excluding exports. 
A subsidiary index can be constructed of wholesale prices of 
commodities intended for export, an index which can be matched 
with a price or average-values index from data on external 
trade. 

The weighting of the price series is the next point to consider. 
There are tw r o stages, the weighting of items within a group and the 
weighting of the various groups in a classification. The first is of 
relatively minor importance, since weighting within a group can 
often be left to be covered by the choice of items and, in any case, 
it can be of the simplest kind. The weighting of groups, however, 
should be decided with care. But what are the weights to be ? 
The volume of transactions is one possibility, but this method, de- 
pending on the number of times a commodity changes hands, 
would lead to an index of very special use. The practical choice 
is between production and consumption, including variants such 
as production plus imports and consumption jfius exports. If 
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the index is to be confined to domestic prices, the choice narrows 
to consumption or production less exports and plus imports. The 
former seems preferable on balance. 1 

Finally, there remains the question of formula for combining 
price relatives with the aid of the weights determined. The pre- 
sent index of the Board of Trade is a geometric mean of price 
relatives with a simple weighting system. The geometric form 
has big advantages. The base can be changed by simple division, 
and the index is “ reversible ” in a comparison between two dates. 
Existing series can be removed and new ones spliced on without 
difficulty. The calculation can be done with month-to-month 
changes on the chain method. 2 

All this depends, however, on the weights remaining constant 
over time. If the weights in period 1 are different from those in 
period 0, then the geometric form is no more reversible between 
periods 0 and 1 than the arithmetic. The common form of an 
index number, a base-weighted arithmetic mean of relatives 
(Laspeyre’s form), was deliberately avoided in the Board of Trade’s 
index. Laspeyre’s form measures the changing cost of fixed 
quantities (those of the base period) ; the index was designed to 
allow for decreased use of commodities which increased more than 
the average in price. In fact, however, the index assumes more 
than this, namely that the proportionate distribution of the 
values of different commodities used remains fixed as relative 
prices change — the decreased (relative) use just compensates for 
the increased (relative) price leaving (relative) value unchanged. 3 
This is a very special assumption and particularly dangerous, 
since it is usually not explicitly stated. In the first place, quanti- 
ties used or purchased need not decrease when a relatively large 
price rise occurs. We are not dealing with hypothetical price 
changes to a given group of purchasers at a given time — but with 
actual changes over time when purchasers can change their views 

1 The “ difficulty ” often mentioned, concerning multiple counting when raw, 
intermediate and final products aro includod, disappears with the concept of a 
“ general price level.” The groups we aro considering are groups of raw products, 
or groups of intermediate products, or groups of final products. The weights for 
each grouping can be fixed without double counting. Whether the three group- 
ings are finally thrown together or not is a matter almost of indifference. 

2 This may have disadvantages in practice. Any error made in computing 
one link in the chain will continue in all subsequent links. Further, there is 
never any reason to keep a continuous series of any on© price quotation back 
to the base — and so no reason to review the appropriateness of the series. 

3 If the index is one of prices to an individual consumer, this condition can 
be interpreted in terms of the elasticity of demand with respect to a compensated 
price change. 
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(or their “preferences”) on various commodities. 1 Hence, the 
geometric form may not be nearer the 44 truth ” than Laspeyre’s ; 
indeed, there may be no 44 truth ” at all in the price comparison. 
Secondly, even if the geometric form is nearer to a 44 true ” index 
than Laspeyre’s, it is still not precisely the 44 truth ” — but it is 
easy to slip into the habit of thinking that it is. 

Recent developments in thought about index numbers all 
point to the conclusion that it is preferable to calculate both the 
base weighted (Laspeyre) and the current weighted (Paasche) 
arithmetic forms of the index, and to compare them. These 
forms are easily interpreted in terms of aggregates, and their com- 
parison throws at least some light on whether it is meaningful to 
measure the price change with any index. The best practical 
procedure, for a wholesale-price index, is to compute it as a base- 
weighted arithmetic mean, i.e., to measure the changing cost of 
purchasing the base quantities. The computation should not 
run for long, however, without making a comparison between the 
base-weighted index and the parallel current-weighted index. 

The revised index, then, should be of arithmetic form, as are 
all the index numbers calculated in this article. It should be 
based on 1948, using (say) consumption in that year as weights. 
Every so often, perhaps every year, it should be checked against 
the similar index using consumption in the current year as weights. 
At the outset, a link back to pre-war should be made as the result 
of a separate comparison, as detailed as possible and with alter- 
native (pre-war and post-war) weights. In view of the obvious 
difficulty of getting pre-war quotations for the prices of manu- 
factures, this separate comparison may need to be made in part 
on the basis of data obtainable from censuses of production. 

R. G. D. Allen 

London School of Economics . 

1 Sea, for example, Carter, Reddaway and Stone, The Measurement of 
Production Movements (1948), pp. 71-2. 
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THE PROBLEM OF FRENCH RECOVERY 1 

During the fiscal year 1948-49, France is to receive more than 
one quarter of all aid, direct and indirect, under the program of the 
Organization for European Economic Co-operation. By the 
common judgment of her European partners, France is now in 
need of nearly twice the net outside aid which the United king- 
dom will receive, and considerably more than twice the foreign 
aid which will go to Italy and the Netherlands — the other large 
beneficiaries. Why is France the neediest country in Europe 
to-day ? 

That question is, of course, too complex for a precise and 
simple answer, but there are some contributing causes of the French 
distress which appear stronger, and more fundamental, than 
others. This article, in a broad review of the French position 
as it appeared toward the close of 1948, attempts to isolate those 
fundamental causes. Study of them may perhaps provide a basis 
for judging the probable effectiveness of French Governmental 
policies, as they Emerge during the coming months or years, and 
may also provide an insight into some of the general problems 
affecting the rehabilitation of Western Europe. 

The primary explanation of the French need for outside assist- 
ance does not seem to- lie in any of the more obvious direct effects 
of war. The French backlog of unrepaired war damage is no 
longer significant. While the actual destruction of French plant 
and farms was undoubtedly greater than in most other western 
countries, her remarkable reconstruction effort has now restored 
this capacity. Although much of the repair has been only im- 
provisation, rather than replacement, it has made possible the 
return of overall industrial and agricultural production to pre- 
war levels. Nor has there been any major change in the traditional 
French position in world trade. Franco has not, because of war- 
time readjustments, become fundamentally any more dependent 
than she was before the war upon the earnings of her exports. 
She is still, in the potential of her manpower and resources, one 
of the best balanced and promising of European economies. 

1 This article was completed early in December 1948. The writor is grateful 
to many friends in France and eolleaguos in the Federal Reserve System, and 
particularly to Albert O. Hirschman, for assistance and advice during the 
preparation of the article. The responsibility for all views expressed rests, 
however, solely upon the writer. 
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The French distress is instead much more closely associated 
with the dislocation produced by inflation. The inflation had its 
source, of course, in problems generated by the war and the 
occupation. But the basic reason for the continuance of inflation 
after 1947, in the writer’s view, has been the French attempt to 
impose an ambitious program of new investment (the Monnet 
Plan) upon her economy, without accepting forthrightly the 
sacrifices, in voluntary or compulsory saving, which such a 
program implies. To attribute the inflationary pressure to 
“ over-investment ” is not to question the French need for a 
vigorous investment program ; ^that need has become increasingly 
evident since the First World War. Nor would the investment 
necessarily prove excessive if it were not for the long-standing 
weakness of tl\p French fiscal system — a weakness going back 
many decades. 

Foreign aid has, in effect, filled part of the gap between 
scheduled investment and the “ natural ” savings (or tax surpluses) 
of the French economy. But even in the magnitudes thus far 
available, foreign aid could not do the entire job. The remainder 
of the gap has been filled by credit expansion, and the peculiarly 
“ forced ” savings which that expansion implies. Meanwhile, 
the pattern of output in the French economy has been distorted 
toward fulfilling the transitory demands of the few who have 
profited from inflation. A structure of production and trade 
has been created which diverts indigenous and imported resources 
from the investment program itself, which necessitates use of 
much of the foreign aid in sustaining a minimum consumption 
standard for the working classes, and which will in the end have 
to be destroyed, at considerable waste of resources, once the 
inflation collapses or is choked off by effective Governmental 
action. 

Any attempt to assess the possibility of a balanced and stable 
Ijrench economy by 1952 must begin with a study of the factors 
which have been prolonging the inflation in France, and then 
measure the present foreign-aid program by its influence in 
stimulating fundamental corrective action by the French 
themselves. 


A. Causes of the Inflation 

Since the end of the war France has continually been trying 
to do too much. During the first’ two post-war years, she made 
heroic progress in restoring her transport * and power facilities, 
and in bringing her damaged farms And industrial plants back 
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roughly to pre-war capacity. Supplies and manpower had to 
be absorbed in the reconstruction task instead of being devoted 
to the production of goods for current consumption. It was 
extremely difficult during these years, when the entire population 
needed rest and an improvement in living conditions, to accept 
continued restrictions upon home consumption. Yet such restric- 
tions were inevitable. There was not enough capacity available, 
even with the foreign assistance provided through a series of 
impromptu devices, to reconstruct and to raise living standards 
at the same time. Hesitating to accept this inevitability, the 
French permitted continued increases in their money supply — 
new money purchased the materials and labor needed for recon- 
struction, and to a considerable extent new money met production 
costs in the undamaged sectors of the economy as well, while the 
volume of goods actually available for home consumption 
necessarily rose slowly. 

That is, instead of rationing their limited resources through 
direct controls, or of rationing in effect through heavy taxation 
which would divert purchasing power directly into payment for 
reconstruction, the French chose to do their rationing by means of 
rising prices. This choice may well have seemed the best among 
the several disagreeable alternatives open to them at the end of the 
war. But “ bootstrap economics ” work well only when there is 
widespread unemployment of labor and of productive capacity. 
Falling back upon money creation and inflation, in the fully 
employed post-war French economy, only generated new problems 
which made it impossible for France to reap the rewards of her 
reconstruction achievements. That is why a revival in produc- 
tion which should have made France one of the lesser claimants 
has not, in fact, reduced the French need for exceptional outside 
assistance. 

Whether or not an inflationary course may have been the least 
disruptive for the early reconstruction period, there can be little 
doubt that continued reliance upon rising prices in order to make 
room for a new investment program was carrying a dangerous 
expedient too far. Many of the French realise that fact, and none 
more than M. Monnet himself. He has repeatedly insisted that 
his plan must be financed either by taxation or by savings directly 
drawn from the current-income stream. Successive Governments 
have agreed in principle without successfully raising revenues or 
reducing other Government expenditures. Meanwhile the volume 
of voluntary savings, except for the retained earnings of business 
enterprises, has shrunk to a negligible quantity under the pressure 
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of continued price increases. And the Monnet Plan, although 
frequently revised, has gone on steadily demanding more resources 
than could be made available, under existing taxation and savings 
patterns, without resort to inflationary credit expansion. 

While an investment plan too large for the self-discipline of the 
French nation is the present fundamental cause of continued in- 
flation, there are several other cumulative forces. One of these 
grows out of the distortion of the income distribution which, 
though initially a result of the inflation itself, has acquired an 
independent causal force in accentuating the inflationary process. 
As wages and salaries have continued to lag behind prices, the 
profits of the farmers, the merchants and the “ trafiquants " have 
been enormously enlarged. The consequences have been work 
stoppages, cost disparities and the wasteful spending of windfall 
profits — all combining to throw normal economic relationships 
farther out of line. 

Political instability has also been a factor, creating a fear 
psychosis with many repercussions of its own. Partly owing to 
lack of confidence in the Government, goods hoarding has in- 
creased ; the spending of money has been speeded up. And no 
systematic reduction in the ordinary budget has been feasible 
with the Government frequently changing hands. 

The banking system, too, has contributed to inflationary 
pressures. Where each borrower appears the innocent victim 
of the price increases going on around him, and anything produced 
can be sold, the usual guides of credit analysis lead to very few 
rejections of borrowers' requests. Bank credit to the private or 
business sector of the economy has consequently grown uninter- 
ruptedly. In the aggregate, this has permitted businesses to bid 
goods away from one another at higher and higher prices — 
though there was never any clear basis on which banks, attempting 
to confine credit to “ productive activity," could have withheld the 
credit from one concern and granted it to another. Anxious to 
make certain that lack of finance would not block a single oppor- 
tunity for production, the banks have been caught up in a vicious 
circle of their own — feeding the inflation which, in turn, raised 
the demand for bank credit. 

The critical factors indicated by this analysis are, therefore, 
“ over-investment," and the cumulative influences of income 
distortion, political instability and excessive bank credit. A 
selected portion of the evidence suggesting that these are the 
major causes of the debilitating inflation is presented in the 
following section. 
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B. Highlights of the French Inflation during 1948 1 

1. Prices and wages . As of September 1948, most French 
prices, regardless of minor imperfections in the various published 
indexes, were about eighteen times the level of 1938. While the 
artificially low level of rents (generally less than three times the 
rents of 1938) provided some offset, the overall cost of living had 
undoubtedly risen by at least fifteen times for the typical French 
urban family. Wages and salaries had not kept pace. In 
general, increases ranged from eight to twelve times the weekly 
earnings of 1938. On the other hand, the black markets offered 
many people an opportunity to supplement their regular earnings, 
and the profits of the small businessman had probably risen 
twenty -five times over 1938. While agricultural wages paid in 
francs did not rise any faster than urban wages, the level of con- 
sumption of meat and other “ luxury ” produce on the farms had 
risen so far above the real quantities consumed in 1938 that farm 
labor had become one of the “ privileged classes.” 

In 1948 and 1947, according to the published data, the prices 
of wholesale food and the Paris retail-price index for consumer 
goods rose faster than other prices. But after February 1948, 
these two most volatile components in the price structure slowed 
down very sharply. There had, it is true, been seasonal relapses 
in the steady rise of prices during March and April of the pre- 
ceding years as well. But the rate of rise in 1948 fell well behind 
that of the other years ; and in the case of Paris retail prices, 
there was almost no rise at all for five months. This sudden 
change, following what had been a substantial seasonal spurt in 
January and February, produced a wave of optimism during the 
spring. The lull ended in August By the end of that month, 
wholesale food prices were still only about 30% above December 
1947 ; Paris retail prices were but 25% over the year-end ; but the 
monthly rate of increase had returned to the peak rate of former 
years. 

The general index of wholesale prices in August was roughly 
50% above December ; running at an annual rate greater than in 
any post-war year. Wholesale prices of raw materials, of semi- 
finished products and of industrial products (i.e., all components 
of the general index except food) were already 75% above Decem- 
ber — an annual rate about half again as rapid as had been 
experienced in 1945 or 1946, and two to three times as great as 

1 Because the materials for this section were assembled in November 1948, 
data relate only to the first 9 — or in some instances 8 — months of the year. 
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in 1947. Non-food commodities at wholesale were catching up 
with the more rapid rises of food and retail prices in earlier years, 
and were, even in the comparative quiet of March to June, 
building up new disparities in the cost-price structure which were 
certain to break out in rampant general inflation within a short 
time. In August these disparities and the rising Government 
deficit converged, and all prices began to move up rapidly 
again. 

2. Physical production and national income. The published 
index of industrial production indicated that the August volume of 
non-agricultural output, excluding services, was about 15% above 
the monthly average for 1938. This represented a rise of 22% 
over the average for 1947. Unfortunately, the imperfections of 
the published index produced an upward bias, and gave a mis- 
leading result. Actually, industrial production was up about 10%, 
rather than 22%, over the average for 1947. Agricultural 
harvests, largely completed but not yet fully reported at this 
writing, are expected to show a much greater percentage rise over 
1947. But because a portion of the harvest will inevitably be 
hoarded, or diverted to increased consumption on the farms, or 
sold into the black market, the officially tabulated agricultural 
marketings may not rise more than 20% over the marketings of 
drought-ridden 1 947. No direct data on the real volume of services 
are available for any portion of 1948. 

Bata for French national income are not prepared on a current 
basis, although tabulations eventually appear in the reports of the 
National Balance Sheet Commission. Crude approximations, 
w r ith unofficial verification, suggest, however, that net national 
income in August ( 1 948) , using the prices of that month, was at least 
6*0 thousand billion francs, at an annual rate. Of this amount, 
0-5 thousand billion was the estimated value of Government 
services. In the case of public services, the 0-5 represented an 
increase of 0*15 over 1947, and was attributable almost entirely 
to rising prices; but within the other 5*5 thousand billion, 
there was also an element of growth in real terms. In 1947, net 
national income at average market prices, excluding Government 
services, was 2-9 thousand billion francs. Had this volume of 
real production remained constant, as prices rose, the rate of 
national income in August would have been somewhat below 5*5 
thousand billion. The difference, representing the contribution 
of new goods and services, indicates a rise somewhere between 
5 and 10% in the real volume of output — that is, in the aggregate 
of industrial production, agricultural production, and trade, dis- 
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tribution and other non-public services. Most of this increase 
occurred in the early months of the year. 

3. Government finance . Budgeted Government expenditures 
at the beginning of 1948 were planned at a rate of 1*4 thousand 
billion francs, of which 0-3 thousand billion could not be met from 
anticipated revenues. For the first half year, however, there was 
not, in fact, any deficit on a current cash basis. The capital levy 
instituted under the Mayer Plan produced somewhat less addi- 
tional revenue than anticipated, but was virtually sufficient to 
close the budgetary gap for the first half year. These receipts, 
plus the balances accruing as the franc counterpart of United 
States interim aid, and the partial immobilisation of the balances 
created by the calling in of 5,000-franc notes in January, combined 
to make the public sector a deflationary influence from the end of 
February until June. 

In facing the last half year, however, the Government found 
rising prices had so increased its expenditures that, even after 
disbursing the funds absorbed during the first six months, and 
even assuming that all counterpart funds accruing under 
“ Marshall Plan ” deliveries (or their equivalent) could be used by 
the State for its capital budget, there would still remain a budgetary 
gap of 0-2 thousand billion francs. The effort to meet this 200 
billion gap for the last half year {i.e., a current annual rate of more 
than 400 billion francs in deficit) caused the collapse of two 
Governments, and led Prime Minister Queuille to formulate a 
many-sided program, the fate of which should be much clearer by 
the time this article appears in print. 

4. Investment . Although accurate current data on the invest- 
ment program are not available for 1948, rough extrapolations 
can be made from the plans projected at the beginning of the year. 
These showed that gross investment, excluding that contracted by 
the Government on its own account, would be slightly less than 
one-fifth of all resources available during the year. Adding the 
expected State deficit, and the capital replacement necessitated by 
direct taxes on capital, the entire “ investment 99 program would 
be about one-quarter of all resources (including net imports). The 
impact of this burden on the economy can be better appraised by 
recognising that the additional expenditures of Government 
(including social security and other transfer payments), for which 
revenues were available without borrowing, would also use more 
than one-fifth of the total resources. Thus gross “ investment ” 
(including the Government deficit), plus the regular absorption of 
Government revenues (including transfer payments), would account 



1949] 


THE PROBLEM OF FRENCH RECOVERY 


161 


for nearly one-half of all goods and services available in France 
during 1948. 

Of the gross investment intended for the “enterprise ” sector 
of the economy, the division by uses was to be as follows : 


Renewal and maintenance . . .28% 

Reconstruction . . . . .12 

Additions to stocks . . . .19 

New construction and equipment . .41 


Gross investment . . .100% 

Business savings, including depreciation allowances, were esti- 
mated at 38% of this total, a rate adequate to cover the renewal 
and maintenance, and a small portion of the remainder. The 
net proceeds of imports would match another 30% of the gross 
investment. But the rest would have to come from individual 
savings and the Government, which by September had already 
begun to run a deficit on ordinary account. 

The term used in French Governmental circles to refer to this 
investment gap, plus any which appears in the ordinary budget, 
is “ necessary savings.” By September 1948 the gap was growing, 
but comprehensive current data were not available. The record 
for 1947 is, however, illustrative. In that year the total gap 
proved to be 394 billion francs. Of the necessary savings which 
appeared to fill the gap, 294 billion were additions to the money 
supply; the remainder, 100 billion francs, represented the 
“ voluntary ” saving of individuals and was exactly 3-33% of 
the disposable monetary income of individuals for the year. Of 
the 394 billion francs in new indebtedness created, either as 
banking assets to support the enlarged money supply or as 
securities held by individual savers, 303 billion appeared as 
additions to the public debt. That is, about three-quarters of 
the savings gap was filled by new’ money, and about three-quarters 
of the new indebtedness consisted of new public debt. The 
proportion taken up by voluntary savings, judging from the 
desuetude of the new-issues market, and the Government’s 
apparent failure to sell new bonds to the public from January 
through August, is likely to be even low r er in 1948. The invest- 
ment gap during this year will probably prove to be virtually 
synonymous with an increase in Government and business in- 
debtedness to the banking system, matched by an equal rise in the 
money supply. 

5. Bank credit . While the Government’s cash surplus was 
permitting a reduction of 38 billion francs in its provisional 
advances from the Bank of France, between March 1 1 and June 10, 
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another short-run deflationary influence was also evident in the 
Bank’s balance sheet. At the end of January roughly 200 billion 
of currency, in the form of 5,000-franc notes, was called in and 
replaced by blocked deposit accounts at the Bank of France. There 
were compensating releases of new currency, to a limited extent, 
but until the end of May total note circulation remained about 1 50 
billion francs below the volume of 000 billion which had been out- 
standing at the first of the year. From the end of May to the end 
of September, however, note circulation returned to the 900-billion 
level as more of the accounts were unblocked and other banking 
credits increased. 

On the other side of the ledger, a considerable growth in com- 
mercial-bank lending to the private sector took place during the 
spring. The capital levy (compulsory loan) induced heavy 
borrowing. But this nominally short-run borrowing, to furnish 
cash for paying the levy-loan, became regularised in the per- 
manent credit lines of most large borrowers, instead of being re- 
paid, and thereby reduced muck of the presumed deflationary 
effect of the Government’s overbalanced cash budget. In 
addition, the devaluation of the franc at the end of January led 
necessarily to a substantial rise of import prices. As these higher 
prices spread through the economy, from importers to basic manu- 
facturers, from them to other processors, and then on to whole- 
salers and retailers, the demands for working capital increased. 
A doubling of coal prices, a 35% general wage increase, a rise of 
more than 100% in the price of electric energy, a 30-40% rise in 
freight rates — all added to legitimate w T orking-capital require- 
ments. In meeting these general needs, under the pressure of an 
urgency which prevented exact scrutiny of the impact upon each 
borrower of these particular legitimate causes of increased credit 
demands, the banking system had advanced an estimated 115 
billion francs in new “ domestic credits *’ by the end of June. 
Thus the banking system fed the rise in non-food wholesale prices 
during the spring which, as indicated in the discussion of prices 
above, prepared the way for further general-price increases later 
in the year. 

From June forward, although the exceptional reasons for new 
bank credit (i.e., devaluation and adjustments in administered 
prices for utilities services) had lost their force, the cumulative 
effects of uncertainty and sporadic price advances in particular 
sectors produced new credit demands. And the Government also 
began to draw anew on the banking system. Provisional advances 
from the Bank of France reached a new high, and by September 9 
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were within 35 billion of the ceiling under existing laws. The 
subsequent drop in these advances — as of November 25 they were 
about 50 billion francs below the ceiling — was attributable largely 
to the formal effect of releasing to the Government counterpart 
funds accumulating against E.C.A. deliveries. There are no 
current data for other bank advances to the private sector, but 
banking quarters agree they have been steadily rising. The 
aggregate effect of these new credits to the public and private 
sectors must inevitably be to raise prices farther. Under the most 
favorable assumptions the gross volume of goods and services 
available for purchase (in real terms) could not rise as rapidly 
as the money supply ; in fact, owing to the continued interference 
with production caused by the inflation itself, availabilities in real 
terms might drop off. 

C. Corrective Action and Foreign Aid 

The record of French action to halt inflation has been a patch- 
work of intricate tactical defenses, first on one small front and then 
another. Wherever hasty, though ingenious, defenses were 
erected to withhold the pressure of inflation in one sector, it 
emerged in even greater force somewhere else. There has been 
no overall grand strategy. Much that has been done, piecemeal, 
in altering tax laws, or strengthening credit controls, or checking 
the drain of public funds into new services or into the deficits of 
the recently nationalised enterprises, has been sound in principle. 
But the combined effect of all these little thrusts has not been 
powerful enough to stop the inflation. 

If it is true, as the preceding data appear to verify, that the 
ambitious investment program itself is the major source of con- 
tinued inflationary pressure, it would seem that the time has come 
to reduce that program. Tw^o Governments made abortive 
attempts at such reduction during 1947, and the program has 
already, in a technological sense, been considerably reduced from 
the original conception. 

Yet to close the remaining gap, the reduction must be drastic. 
To accomplish that, there will first have to be an increased aware- 
ness of what underlies the inflation, an awareness both among 
French Governmental leaders and the public generally. Many 
of the leaders and most of the people see inflation now as an in- 
exorable force — resulting in some inscrutable way from the heavy 
war burdens which France has carried for her allies, and from a 
vaguely defined set of other causes far beyond the control of the 
French themselves. In this instinctive reaction, of course, the 
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ordinary Frenchman senses a large part of the explanation, without 
actually seeing the cause. 

France needs not only reconstruction, but also substantial 
new investment to catch up with the productivity advances intro- 
duced in America, and Britian, and Belgium, and Germany, 
during the two world wars and the intervening years. Yet that 
lost ground cannot be recovered in haste, even with substantial 
outside aid, unless the French standard of living is also to be held 
at depressed levels during the grueling period of capital building. 
It may seem unfair; it is certainly unrewarding to the present 
war-weary generation; but the facts are unalterable. Sharp 
reduction in the Monnet Plan need not, on the other hand, 
jeopardise “ viability in 1952.” On the contrary, it is the con- 
tinued inflation which jeopardises not only viability as such, 
but also the success of the projected investment program itself. 
Reduction of the Plan may, however, mean viability at a lower 
level of total output, and of the general standard of living, than 
the French have been hoping to achieve by 1952. It will also 
mean open acceptance of a slow rate of progress toward the 
French goal of supplanting Germany as the center of heavy 
manufacturing in Europe. 

A fully employed economy cannot accomplish a doubling or 
trebling in its rate of new investment without restricting its 
consumption, unless the entire rise (including the “ wages fund ” 
for the domestic labor required to install the new investment) 
is contributed by foreigners. If the French public w T ere to under- 
stand that inflation is the logical outcome of their attempt to raise 
both investment and consumption at the same time, and that the 
result of their attempt is only imperfect attainment of the invest- 
ment goals in an inequitable manner, they might be ready to 
accept more explicit direct controls. If not, they should then 
appreciate that it is their preference for an uncontrolled economy, 
and an archaic system of tax collections, which necessitates a 
scaling down of their elaborate program for new investment. 

Their choice need not, in any event, be the stifling regimenta- 
tion of thorough-going price controls, rationing and materials 
allocations. That seems, from the writer’s limited experience of 
life in France to-day, an impracticable approach, whatever may 
be said for it on theoretical grounds. France does not, as one 
offsetting consideration, have the trained and understanding 
bureaucracy which such detailed harnessing of economic life 
requires. French people, furthermore, in contrast with the British, 
have been educated in the “ patriotic ” resistance to such controls 
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during four years of occupation. Consequently, except in limited 
sectors, it would not appear feasible to impose the apparatus of 
what have come, in the recent experience of the war years, to be 
called “ direct controls.” 

But an approach to the same end, with results of approximately 
the same magnitude, might be made through the indirect rationing 
provided by heavy taxation. French State revenues reach a 
total of roughly one-fifth the national income only when social- 
security accounts are included. Setting aside the latter receipts, 
which do not quite equal disbursements on such transfer payments, 
and also ignoring those Government revenues from estates and 
other monopolies which have been in the public domain for many 
years, the total tax burden on the French economy is about 15% 
of the national income. Less than one-third of this amount, 
or some 5% of the national income, represents direct taxes on 
individual and business income (always excepting the social- 
security duties). 

Income taxes on corporations are negligible. Taxes on 
personal incomes yield less than half the proceeds which present 
rates should provide because of widespread evasion by farmers, 
professional men and all groups* whose income is not packaged 
neatly in wage or salary checks and subject to taxation by auto- 
matic withholding. There is also considerable room for further 
stiffening in progressive income-tax rates, before the limiting 
margins set by the need to maintain incentives have been 
reached. The rates are already high enough to prompt skilful 
evasion ; they could none the less be higher in the upper brackets 
without duplicating the rates of either the United States or Great 
Britain. It has, indeed, been estimated that all of the State 
budget could be balanced, including the sums transferred by the 
State for investment projects under the Monnet Plan, if the 
French were to introduce an income-tax structure comparable to 
that of the United States, and the taxes were actually collected . 
The lax collection of taxes is a chronic problem, going back 
decades, even centuries, in French history. That is one of the 
problems which the Queuille Government, learning from the 
failures of several preceding Governments, hoped to attack 
again before the end of 1948. The installation of a tight audit 
control in French tax-collecting machinery, supplemented by 
greater powers and resourcefulness in obtaining accurate reports 
from individual taxpayers, would — even without any changes in 
tax rates — raise tax revenues from the present proportion of 15% 
of national income up to at least 20% . Yet such correctives imply 
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a major change in the mores of a large segment of the taxpaying 
community. Accurate personal accounts must be kept, and 
vigorously checked by enforcement officials. Substantial increases 
in income-tax proceeds cannot be expected quickly from such 
reforms. 

Eventually, vigorous tax reform, without any further recourse 
to direct controls, can add greatly to the effective contribution 
which the French economy is able to make toward its ambitious 
investment program. The question which has to be faced is the 
order in which the major steps should occur. If the primary aim 
is, as it must by all evidence be, to stop the inflation at the earliest 
possible moment, then a sealing down of the investment program 
cannot wait until the final effects of the tax reforms are known. 
The anti-inflation effort will be strengthened, and a salutary 
indication of the fundamentals of the problem given the French 
people, if the investment plan is reduced forthwith to the limits of 
the current French “ ability ” to pay. Of course, any additional 
schemes to encourage voluntary savings, by providing securities 
which embody an inflation hedge, should also bo implemented, but 
investment cannot be prolonged while waiting for the necessarily 
slow results of such measures. 

The reduced investment can, with careful scheduling, be 
restored gradually as tax proceeds or a revival of voluntary savings 
make this possible, without undue impairment of the structure of 
various interdependent projects. The fact that the Monnet 
Plan administration possesses, so far as the visitor can judge, the 
best rounded and most competent staff of economists and 
engineers assembled under any one direction in France should 
make the actual accomplishment of such cumbersome readjust- 
ments relatively painless. As a matter of principle, reductions 
should occur in those projects which are “ long run ” in character, 
that is those which will nob lead directly to increased production 
within a relatively short time. Some replacement of temporary 
reconstruction can also be postponed. The problems are difficult ; 
the choices discouraging ; but the discipline of “ living within the 
French income ” (at stable prices) seems inevitable if foreign aid 
and current production are not to be substantially dissipated in 
meeting the ephemeral demands of those who have enjoyed the 
windfall profits of inflation. 

Meanwhile, with the tax system being refurbished, one of the 
chief cumulative forces in the inflation would also be partially 
corrected. The deteriorating relationships within the income 
distribution which have prompted round after round of wage 
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increases, or clever readjustments having that effect, would begin 
to correct themselves. The correction might be furthered by a 
capital levy upon the “ inflation wealth ” which would otherwise 
perpetuate distortions in the income distribution. No miracle 
can be expected, of course, but as heavier tax collections reduced 
conspicuous consumption, and whatever consumer goods remained 
were somewhat redistributed, one prickling source of discontent 
should begin to disappear. Labor could conceivably begin to feel 
that it was sharing alike with other groups in the restraint that 
low productivity and a need for current investment had imposed 
upon the French economy. 

Political instability, another chronic French problem, but one 
which has also added cumulative force to the inflation, may not 
be mellowed by a vigorous tax program, and a curtailment of in- 
vestment contracts, since those measures will strike hardest at 
the very groups which form the supporting basis of the “ center ” 
Governments. It would be unfair and misleading to suggest the 
tax reform and reduction of investment as an unblemished 
panacea. But the great resourcefulness of French politicians may 
yet prove equal to the task. Demonstration that a tax schedule, 
and tax collection procedures, comparable to those of the United 
States (if not of Britain), are inevitable for France, so long as she 
must depend upon aid from America and other O.E.E.C. countries 
in bounteous amounts, should not prove impossible. Temporary 
curtailment of the investment program should not build an im- 
possible opposition for a center Government if it proves feasible to 
effect most of the reduction by eliminating projects not yet fully 
under way, while work actually in process tapers off largely 
through completion of specific projects, and the released labor 
force moves on to production of goods which will absorb the 
spending stream instead of to other new investment. 

Yet to say that French politicians may be able to “ put over ” 
the needed measures without adding to political instability is only 
part of the case. In the curious circularity which confronts them, 
they cannot hope to produce a semblance of political stability 
under a center Government unless they first control the inflation 
decisively. Political or constitutional questions, as such, must 
remain outside the scope of this article. It may none the less be 
relevant to point out, in arguing the political feasibility of the 
measures suggested here, that continued failure of the center 
Governments in checking inflation must, almost certainly, invite 
De Gaulle and probable civil war — a threat which, if clearly 
explained, should be compellingly persuasive. 
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One concession that may well have to be made by a successful 
French Government is a temporary halt in the effort to reduce the 
public payroll. Barely one-quarter of the total regular budget 
is, in any event, devoted to the wages and salaries of employees, 
and of this amount nearly one-half goes into the military establish- 
ment. Reducing the civilian staff, instead of making transfers 
to improve the normal Government services, would be interpreted 
as “ punitive economy ” by the groups which furnish much of the 
political support for the center parties, -and could not in any event 
lower Government disbursement by more than 2 or 3%. The 
Government may find it expedient to give up many similar minor 
steps, perhaps continuing as well the relatively high outlays for 
the military establishment and for overseas colonies, in order to 
avoid discontent far “out of proportion to the budgetary gain, 
while concentrating on the broad strategy of retrenching invest- 
ment and enforcing tax collections. 

A final cumulative factor in the inflation, which was mentioned 
earlier in this article, is the rapid expansion of bank credit. A 
tangled complex of measures has been developed since the war 
with the aim of shutting off the expansive force of that credit. 
Of course, with a curtailment in the investment program, and a 
rise in tax receipts, the demand for new bank credit arising from 
the financing needs of new projects, and from the Government’s 
overall deficit, would disappear. But this disappearance might 
still not wholly neutralise the banking system unless other pre- 
cautions were enforced. The broad basis for preventing the use 
of bank credit in paying taxes, or in financing investment which 
has been cut off from State funds, was set forth in the measures 
announced by the National Credit Council at the end of September 
1948. 

By placing a limit on the access of banks to new reserve funds, 
through rediscounting or through sale of Government securities 
to the Bank of France ; by limiting the portion of any new deposits 
which can be placed in additional private credits ; and by widen- 
ing the Bank 6f France supervision over large loans to include 
large discounts — the French have provided a framework of regula- 
tions which should be airtight. Further stimulus to the inflation 
from the banking system can be halted if these new regulations 
are effectively used. Actual administration of these rules will 
pose innumerable difficulties, however, and call for stem deter- 
mination. Yet, when carrying out those credit restrictions along- 
side an adequate reduction in the investment account, and 
thorough-going modernisation of the tax-collecting machinery, 
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the Bank of France may well gain the self-assurance which it 
could not develop during its previous attempts to cut off the 
inflation single-handed. 

Where, then, does foreign aid fit in ? Implicitly it has figured 
in all of this discussion of corrective action. Probably no French 
Government could consider taking the steps outlined above if 
substantial outside help were not arriving to cushion the shock. 
The investment plan, for example, need not be reduced to zero. 
Cutting the plan proposed during the autumn of 1948 roughly 
in half would be “ample — even with present taxes — because foreign 
aid and business savings would make the remaining half possible. 
Furthermore, the tax reform itself must be made somewhat less 
controversial when the French leaders, and the French public, 
are faced with the obvious paradox that the United States, 
and for that matter all of the European countries contributing aid 
to France, have already taxed themselves at rates comparable to 
whatever improved collections might f be proposed for France 
herself. 

Aside from these direct effects, there is the critically important 
incidental result that the aid program has brought France into 
renewed close trading contacts with all of western Europe. 
Balance of payments difficulties have been ignored in this article. 
They are of less fundamental importance in the present crisis of 
internal French inflation, but they will be of considerable long-run 
significance. By providing a bridge over which France can again 
meet her European neighbors, most of whom were dropping away 
as French inflation disrupted trading relationships, the payments 
plan of the Organization for European Economic Co-operation 
will greatly ease French transition pains in re-attaining her normal 
position in world trade, once the inflation itself shall have been 
halted. 

At that time, and not before, it will also be possible for France 
to consider the sweeping monetary reconversion which she must 
have, if the franc is to become again a meaningful unit of account. 
Such a conversion, and blocking of purchasing power, could only 
intensify currency flight at the present time; it can come as a 
healthful purgative once inflation has been stopped. When such 
a step is taken, the prestige of the French Government under- 
taking the step will be kept high, and the shock to the French 
people somewhat lessened, by the realisation that foreign aid is 
still arriving, to supplement the essential needs of the French 
economy and the French consumer. Knowing that an adequate, 
if limited, supply of goods will be continually flowing in, and 
No. 234 — VOL. LIX. n 
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witnessing some correction in the price system which has distorted 
economic relations since the beginning of the war, the French may 
be able to accept an effective monetary conversion with com- 
placency rather than panic. 

To sum up, none of the steps undertaken by any French 
Government up to December 1948, were powerful enough to strike 
the major cause of continued inflationary pressure. By forthright 
reduction of the investment projected under the Monnet Plan, 
and by energetic tax reform as a preface to later restoration of the 
investment cuts, the French may still halt their disruptive infla- 
tion before a “ bust ” produces paralysis and chaos. No program 
which is adequate can be easy; there will be innumerable diffi- 
culties in carrying through these measures. But they do appear 
to offer the only promising outline of a solution to the problem 
of inflation which has barred the road to French recovery. 

R. V. Rosa 

Federal Reserve Bank of New ', York. 



MILL AND THE WAGES FUND 


Mill’s Principles of Political Economy were first published in 
1848, a hundred years ago as 1 write this. Now is, therefore, a 
(sentimentally) appropriate time for a comment. Summary and 
laudation are both dull. Discussion is a more worthy tribute ; 
and for discussion we want some theme that has caused puzzle- 
ment and roused controversy. What better could there be than 
the celebrated doctrine of the wages fund ? 

Before attacking that theme, however, I should like to call 
attention to an aspect of Mill’s view, not on the wages fund, but 
on capital in general, which has an important bearing on the 
present situation in Europe. He argues that, when a country 
has been devastated, for example, by war, the damage is much less 
than might be thought at first sight, because the structures des- 
troyed would in any event have been worn out and have required 
replacement in a short time. It is a wasting, not a permanent, 
asset that has been devastated. “ What the enemy has destroyed 
would have been destroyed in a little time by the inhabitants 
themselves; the wealth which they so rapidly replace would have 
needed to be reproduced, and would have been reproduced in any 
case and probably in as short a time.” 1 There is, of course, a very 
important clement of truth in this. Nevertheless, Mill’s argument, 
as he puts it, while it corrects excess pessimism, is itself weighted 
w r ith excess optimism. For suppose that we start with 1,000 
machines, a hundred of which would normally wear out in each 
of the ten succeeding years. Mill’s statement suggests that, w r ere 
the 1,000 machines destroyed, the whole of the devastation 
could without any extra etlort be made good in ten years. This 
is not so. For it is very much harder to make a hundred machines 
in a year when there are no machines, or only a few machines, to 
help make them than when there are nine hundred available for 
that. Mill’s argument neglects this very important fact. Des- 
truction of three fourths of a country's capital equipment is more 
than twice as bad as destruction of three eighths of that equipment. 

That, however, is a digression. Let us pass to the main 
theme. Everybody agrees that in any year there is a certain 
wages flow — a sum of wage goods that are actually handed out to 
wage-earners in payment for their work during that year. This 

1 Principles of Political Economy , Ashley’s edition, p. 75. 
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does not, however, imply that a stock of wage goods of that 
amount was stored up beforehand, which, without addition or 
subtraction, must be paid out to labour in that year. Indeed, it 
says nothing at all about the relation between the wages flow and 
the previously stored stock of wage goods. A study of that rela- 
tion may perhaps even now contribute a little towards clarifying 
our ideas. 

Mill defines as “ circulating capital ” that part of capital, 
“ which, after being once used, exists no longer as capital; is no 
longer capable of rendering service to production, or at least not 
the same service nor to the same sort of production.” 1 It thus 
includes materials, and consumable goods held in store ready to 
be handed over to labour as wages for work. This latter element 
— we may call it wage-goods capital — is thus a part of circulating 
capital. Together with “ funds which, without forming a part of 
capital, are paid in exchange for labour, such as the wages of 
soldiers, domestic servants and other unproductive labour ” 2 
— these, following Mill's own example, I shall disregard — it con- 
stitutes the wages fund. This fund is not always the same. It 
is likely to grow larger as wealth expands. But at any given 
moment it is a 'predetermined amount. It is the fund destined to 
maintain labour in production . 3 It is “ a supi of wealth uncon- 
ditionally devoted to the payment of labour.” 4 In the passage 
of the Dissertations describing, after he had abandoned it, what 
his conception of the fdnd was, Mill says that the whole of it 
available in any period must actually be paid out in that period ; 
that is to say, the wages flow in any period must be exactly equal 
to the wages fund. More than the wages fund “ the wage earning 
classes cannot possibly divide among them ; that amount and no 
less they cannot but obtain. So that, the sum to be divided being 
fixed, the wage of each depends solely on the divisor, the number 
of participants.” 5 Elsewhere, however, he concedes that it is not 
necessary for the whole of the wages fund available in any period 
to be used in that period. In bad times a part of it may be 
“ locked up in crowded warehouses.” 6 On this version the size 

1 Principles , p. 91. 

2 Principles , p. 344. Elsewhere ( Essays on some Unsettled Questions of Political 
Economy , p. 91) Mill seems to deny that what I have called wage-goods capital 
is productive of anything. “ Wages do not contribute along with labour to the 
production of commodities, no more than the price of tools contributes along with 
the tools themselves.” But surely the food, etc,, that is used to sustain labour 
when at work corresponds to tbo tools themselves and is productive. The 
money price (value) of this stock, like the money prioo of the tools, must not, of 
course, bo counted as a further productive oloment. 

8 Ibid . 4 Dissertations , vol. 4, p. 43. 5 Ibid. 


6 Principles , p. 344. 
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of the fund proper to any year does not rigidly determine the 
amount of the wages flow. But on either version it does set a 
ceiling to it. Beyond the amount of the fund it is impossible for 
any agency, government, trade union or anything else to force 
up the wages of labour as a whole. They may, of course, force 
up the wages of a particular group of wage-earners, but that can 
only be at the expense of other groups. 

Before inquiring into the validity of this doctrine it is con- 
venient to describe some of the chief applications which Mill 
makes on it. In the Principles he adopts the second of the two 
versions distinguished above. Working out that version, he 
supposes that in a depression there is a continuing excess of wages 
fund over wages flow. In this way the stock of wage goods gets 
continually larger, till, as it were, the dam bursts. The penned-up 
water is then released in a wages flow larger, not merely than it was 
during the period of depression, but larger than its average 
amount. Thus Mill writes : “ When a few years have elapsed 
without a crisis and no new and tempting channel for investment 
has been opened in the meantime, there is always found to have 
occured in these few years so large an increase in capital seeking 
investment as to have lowered considerably the rate of interest.” 1 
This, however, is a very dubious thesis. For we have no assur- 
ance that during the period of depression the unused part of the 
wages fund ivill be piled up in a growing store. If, as a result of 
being offered less aggregate pay, the number of wage-earners at 
work is reduced, or those employed work fewer hours per day, or 
less strenuously, the reduction in their pay will be partly offset by 
a reduction in their output, and the excess of wages fund over 
wages flow will be pro tanto diminished. Moreover, such excess 
as there is may be consumed by non-w r age-earners or handed to 
wage-earners, not in wages, but through charity, the poor-law or 
unemployment benefit; in which case it w r ill be consumed by 
them just as effectively as if it had been handed to them as wages. 
Thus it is not necessary a priori that a piling up of wage goods 
shall have taken place. Nor does the fact that the rate of interest 
in periods of depression is low prove a posteriori that there has been 
such a piling up. For w r e know that in these periods the demand 
for investment is abnormally low ; and this would by itself make 
interest rates low without supply having to be abnormally high. 
Whether there is a piling up of wage capital in bad times cannot, 
therefore, be determined by general reasoning; appeal must be 
made to records of fact. These unfortunately are very scanty. 

1 Principles, p. 641-2. 
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>That immediately after the breaking of a boom stocks pile up is, 
indeed, evident. For the outgoing stream of wage goods passing 
to work-people is reduced, while, since the first cut in employment 
is likely to be made in the earliest stages of production, and not in 
respect of partially finished goods that are nearly complete, the 
inflowing stream into store is not at once affected. But this does 
not tell us what happens over the main body of a representative 
period of depression. On the whole, the evidence is unfavourable 
to Mill’s thesis. As a depression proceeds, “ the accumulated 
stocks of goods carried over from the preceding period of pros- 
perity are gradually disposed of. Even when consumption is 
small, manufacturers and merchants can reduce their stocks of raw 
material and finished wares by filling orders chiefly from what is on 
hand, and confining purchases to the small quantities needed to 
keep full assortments.” 1 Thus, in spite of the fact that the 
consumption of wage-earners is lower than it was before, stocks 
of consumable commodities go on falling until after the revival 
has begun. More generally, booms are characterised by the 
“ production of goods in excess of the current rate of consump- 
tion, with consequent accumulation of stocks,” and depressions by 
“ curtailment of production below current consumption with 
consequent depletion of stocks.” 2 If this view is correct, the later 
part of the period of depression is responsible, not only for no 
accumulation of stocks of consumable goods, but for an actual 
reduction in the stocks left over from the preceding period of 
boom . 3 

Apart from this problem of industrial fluctuations Mill makes 
use of the wages-fund doctrine in connection with three principal 
matters. In one of its applications it led him to his highly 

1 Of. Mitchell, Business Cycles , pp. 565-6 ; cf. also Business Cycles and Un- 
employment , p. 8. 

2 Persons, Hardy and others. The Problem of Business Forecasting , p. 
305. 

8 A certain confusion on this matter arises, I think, from the fact that the 
term “ capital ” is sometimes used to cover people's money claims, e.g., on the 
banks. Thus Mill himself speaks in ono place of the capital to finance recovery 
being drawn in part “ from the deposits in banks ” (Principles, p. 643). It may 
well be that in times of depression business men and others pile up “ savings 
deposits ” which are afterwards drawn on, or, in other words, that in these times 
the income velocity of money is low and in times of activity high. Insofar as 
thore are stores of wage goods available to be drawn on, drawing on deposits 
and banks may well be a chief means by which, in periods of activity, they are 
called into play. But this in no way implies — and, unless real circulating capital 
and holdings of money claims are confused cannot be supposed to imply — that 
in periods of depression, characterised by large savings deposits, the stocks of 
wage goods available to be drawn on are larger than they ore in times of activity, 
charactorisod by small savings deposits. 
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paradoxical “ fourth fundamental proposition concerning capi- 
tal ” ; that 4 4 a demand for commodities is not a demand for 
labour.” 44 What supports and employs productive labour is the 
capital expended in setting it to work, and not the demand of 
purchasers for the produce of the labour when completed.” 1 
This entails that, if I spend £100 on the direct hire of labour, I 
benefit labour in a way that I do not if I spend the same sum on a 
commodity — even though no part of the price of the commodity 
goes to the management. This is clearly wrong. No doubt, if in 
buying for consumption a labour-made commodity, I make my 
payment when the commodity is finished and if in buying labour 
direct I make it when the labour does its work, the second plan 
is more advantageous to labour because on the first it has to 
borrow at interest while the commodity is being made. But, if I 
pay for the commodity in advance, or if, hiring labour direct, I 
delay payment for the appropriate length of time, the two plans 
affect labour in exactly the same way. In practice the payments 
to labour are usually dated differently and this does affect the 
advantage labour gets. But with the same dating it is immaterial 
which plan is adopted. 2 Contrary to Mill’s view, a demand for 
commodities is a demand for labour. 

A second application of the wages-fund doctrine has to do with 
the consequences of government borrowing when the borrowing 
is of such a sort that it does not lead to any change in the quantity 
of employment. If what the Government takes is derived from a 
foreign loan, or, being raised at home, comes from what would have 
been lent abroad or from what would not have come into existence 
— 44 would not have been saved at all,” — or from what, if saved, 
would have been wasted in unproductive enterprises, then, Mill 
agrees, the aggregate wages of work-people will not be affected. 3 
Otherwise, he holds, wliat the Government takes must be abstrac- 
ted from funds cither engaged in production or destined to be 
employed in it ; so that its diversion from that purpose is equiva- 
lent to taking it from the wages of the labouring classes. 4 More- 
over, according to him, if the rate of interest rises, this indicates 
that the escape channels are not being used and so that labour is in 
fact being mulcted. This is a hard saying. The most obvious 
answer is that the 44 capital,” which, by the Government’s borrow- 
ing, private persons are prevented from spending on labour, will, 
in general, be devoted to that purpose by the Government itself ; 
so that prima facie labour suffers no damage. But a deeper 

1 Principles , p. 79. 8 Of. Marshall, Principles , fifth edition, p. 828, 

* Principle s, p. 874. 4 Ibid,, p. 873. 
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analysis is wanted. When Government raises money, whether by 
borrowing or by taxing, and uses it for a public purpose, a war 
or anything else, then, provided that the volume of employment 
is unaffected, it thereby diverts productive power from other 
uses to serve that purpose. Let us — as is proper when the Govern- 
ment requires extra resources for waging a war — ignore any 
benefit that the community may get from its use of these resources. 
Then there will be less total output of consumption goods and 
investment goods together available for the community as a 
whole. By sufficient cuts, however, in investment and in the 
consumption of non-wage-earners commonsense affirms — though 
the strict wages-fund doctrine denies — that the consumption of 
wage-earners might be maintained. It might even — and that 
apart from foreign borrowing — be increased. That, indeed, is 
very unlikely. The chances are that wage-earners as a whole will 
find the prioes of the things they buy raised more than in pro- 
portion to their money wages. But there is no necessity for that 
to happen. 

The last application of the wages-fund doctrine on which I 
shall comment is concerned with the consequences for labour of 
the employing classes’ deciding in some one year to switch over 
so much labour from making consumption goods to maintain stocks 
to making capital goods. This decision does not, of course, entail 
any addition to net saving on their part. Mill assumes further 
that it does not affect the. total number of work-people in employ- 
ment. He postulates that employers, having control of a certain 
wage fund, say nine hundred quarters of wheat, available to pay 
over to their work-people — a fixed number — in the next year, 
decide to require from them in return a machine, instead of, as 
hitherto, a thousand quarters of wheat, of which normally, say a 
hundred quarters would have accrued to and been consumed by 
themselves in payment for the service of management, and nine 
hundred put back into the wages fund to keep it at its original 
level. It follows that, while this decision docs not affect the 
work-people’s wages this year, next year there are nine hundred 
quarters less wages fund. Therefore wage-earners must in that 
year be injured. This conclusion is mitigated by the fact that, 
on account of the new machine, there is a slight addition to the 
yield of wheat, part of which is likely to be turned into the wages 
fund. Thus that fund for the second year is not less by ninA 
hundred quarters than in the first, but by a little less than that. 
This, however, is a trivial point. In the main, the extent of the 
injury to work-people depends on what proportion of men pre- 
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viously engaged in making wheat are switched over to making 
machines. Since investment is normally only a small part of 
total output and, consequently, the switch only a very small part 
of it, the damage per head to wage-earners brought about in this 
way in any year is likely to be very small. Still that there will be 
some damage to them — if we like, we may say some forced saving 
imposed on them — is clear. This could only be avoided through 
the non-wage-earning classes cutting their consumption in a 
measure large enough to provide wage goods at the old rate for 
all work-people engaged in making the new machine. That, even 
though we allow — what again on the strict wages-fund doctrine 
we ought not to do — that it would be effective, entails net saving 
on their part, which, for the purposes of this argument, we are 
assuming that they do not undertake. So much for the second 
year. In the third and subsequent years, provided that the same 
number of work-people are at work, they produce a little more 
than they did originally, on account of having the machine to 
work with. Thus they — and along with them non-wage-earners 
also — are enabled to consume a little more in compensation for 
their having been obliged in the second year to consume less so 
as to enable the machine to be made. All this follows logically 
provided that the wages-f und doctrine is correct. 

After these illustrations of the wav in which Mill applied 
his doctrine let us pass to the doctrine itself. It avers, as we have 
seen, that the wages flow in any year has to be equal to the pre- 
determined wages fund, subject only to the limitation that, on one 
version of it, a part of the fund, instead of appearing in the flow, 
may be u locked up in crowded warehouses.” Leaving this 
limitation aside, we encounter at once the objection that non- 
wage-earners, employers or others, when the wages fund is given, 
may, if they choose, make the wages flow larger or smaller by 
varying the amounts of their own consumption ; by, for example, 
in any year cutting down their consumption and handing over 
what they would have consumed in extra real wages to work- 
people. 

This objection is plainly fatal. How was it that Mill prior to 
his recantation failed to see the force of it % In one passage, indeed, 
in the Principles he did do that. In arguing against the view that, 
if the richer classes cut their spending and make investments 
instead, there may be no market for the output due to these 
investments, he wrote : “ When these classes turn their income 
into capital, they do not thereby annihilate their power of con- 
sumption ; they do but transfer it from themselves to the labourers 
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to whom they give employment.” 1 What is this but to allow 
that their action adds to the wages flow, which is, therefore, not 
pre-determined ? In general, however, Mill does not apparently 
allow that this sort of thing may happen. What can have made 
him blind to it ? Possibly he may have been misled by the sharp 
distinction which he drew between the wages of labour and the 
wages of managers — and, it would logically follow, the earnings 
of shareholders. Work-people’s wages are paid, he held, in advance 
of labour’s yield, out of what has been previously accumulated ; 
the earnings of managers “ are not paid in advance out of capital 
like the wages of all other labour, but merge in the profit and are 
not realised until the production is completed.” 2 Now, certainly 
particular capitalists might have in effect to borrow goods from 
shops in order to pay their labourers, and would not need to in 
order to pay their managers. But, granted — Mill, as we shall see 
in a moment, tacitly assumes this — that output only emerges once 
a year, all consumption by managers no less than by labourers has 
to come out of stock previously accumulated. Unless managers 
own such stocks, they have to borrow from shops or, what comes to 
the same thing, to borrow money with which to buy them, just 
as the capitalists have to do for their labourers. The different 
dating of the several payments is, therefore, in the present con- 
nection without significance ; though, indeed, in the event of a 
catastrophe labourers, being paid synchronously with their work, 
can be sure that they will be paid for it in a way that managers 
and shareholders cannot be. 

Eventually, of course, Mill did see the force of our objection ; 
and, in consequence, renounced his wages-fund doctrine altogether. 
In his reply to Thornton in 1 80>9 he wrote “Is there such a thing 
as a wages fund in the sense here employed ? Exists there any 
fixed amount which, and neither more nor less than which, is 
destined to be employed in wages ? ” 3 And he answers, No. He 
concedes that non-wage-eamers can make the amount of wages 
paid greater or less by varying the amount of their own consump- 
tion. Therefore there is no pre-determined wages fund. 

There is, however, in the way of the wages-fund doctrine a 
difficulty more deep-seated than this; one that would still be 
there even though the doctrine were so modified as to take account 
of what has just been said. This has to do with a factual premise 
which underlies Mill’s analysis. In working out that analysis he 

1 Principles, p. 68. 

* Essays on some Unsettled Questions in Political Economy , p. 108. 

8 Dissertations t vol. 4, p. 44. 
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was influenced by the accidents that, when ho wrote, the pre- 
dominant part of wage goods consisted of food, and that the 
predominant part of this food became available, not continuously, 
but in annual jets at English harvest time. In these conditions 
immediately after harvest the wages fund consists of the harvest 
yield minus such part of it as non-wage-earners elect to keep for 
themselves. As the year proceeds, it dwindles, being gradually 
converted into an equivalent value of agricultural goods in process. 
In the middle of the year it is half what it was at the beginning; 
at the end it is nothing ; and then with the new harvest, Phoonix- 
like, it reconstitutes itself. As things now are, this conception is 
highly unrealistic. No doubt, some sorts of wage goods do emerge 
ready for use, all of them at the same time, in large jets once a year. 
But for a great many the inflow is more or less continuous. It is 
more proper today to assume that all of them, rather than none of 
them, become available in a nearly constant stream. At all 
events, it is worth while enquiring what will follow if we make that 
assumption. Let us suppose then that there are so many work- 
people altogether and that, for the average man, the interval be- 
tween his work and its emergence in output is so many days. It is 
plain that before operations under this system can start there must 
be in existence a stock of wage goods sufficient to sustain all these 
work-people until the flow of the output due to them has begun 
and some of them until it has reached the (constant) level that is 
proper to it. Until that has happened the initial stock of wage 
goods is in course of being transformed into a stock of 44 goods in 
process ” ; and, when it has happened, the stock, qua stock of 
wage goods, has disappeared. Henceforward what is needed for 
wages is provided by the continuous inflow of newly-made wage 
goods. Thus, while a capital of goods in process is always 
essential, there is no need for any stock of wage goods at all — for 
any wages fund, pre-determ ined or otherwise! 1 

Of course, the picture sketched above is an idealised one. 
Wage goods, when finished on the farms or in the factories, do not 
pass immediately into the hands of consumers. Besides the 
machine of process thero is a machine of distribution — a pipe- 


1 In consequence of this, it may be remarked in passing, the conclusion 
reached at tho bottom of p. 176 about the effects of a decision by employers 
to switch labour from making wage goods for stock to making a machine, 
without themselves undertaking any savings, is not applicable to actual con- 
ditions. With continuous production, instead of production in annual jots, wage- 
earners need not suffer damago in any year. All that need happen is that, from 
the second year onwards, the stock of capital is larger than it used to bo by one 
machine and smaller by an equivalent value of wage goods hold in store. 
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line — ; and there are always finished goods, wage goods and others, 
standing in that. Moreover, besides the pipe-line stocks there 
are pretty sure in normal times to be some further emergency 
stocks held against unforeseen disasters and unforeseen oppor- 
tunities. All these constitute, along with the content of the 
machine of process, the community’s working capital. The sum 
of the stocks of wage goods held in these several ways has, of 
course, in any given period some average arithmetical relation to 
the annual or monthly wages flow. But it is in no sense a deter- 
minant of — it would be truer to say that it is determined by — 
that flow. The wages fund as Mill conceived it, is thus sunk 
without trace. 

But the wages flow remains. In any time interval the prin- 
cipal element in it is the inflow of wage goods from the machine 
of process, through the machine of distribution, into consumption. 
It may be added to or subtracted from according as the non- 
wage-earners purchase and consume a smaller or a larger quantity 
of wage goods. It can be inflated, too, by borrowing from abroad ; 
and by borrowing from pipe-line stocks and emergency stocks. 
Converse processes are available for deflating the wages flow. 
If, throughout, employment is held fixed, this is all. Variations 
in the wages flow are simply reflected in equi -proportionate 
variations in the real rate of wages. An increase in the wages 
flow may, however, well be partly taken out in an increase, and a 
decrease in a decrease, of .employment. In this case two things 
happen. First a new element making for variations in the wages 
flow is introduced. For during periods of expansion wage goods 
are set free from the payment of unemployment benefit in respect of 
men ceasing to be unemployed; and conversely in depressions. 
This enables the wages flow to vary more widely than it would do 
otherwise. Secondly, as the case may be, national income will be 
expanded or contracted. This allows expansions and contrac- 
tions in investment to take place without being accompanied 
by equivalent contractions or expansions in consumption. But 
to carry this analysis further would be to trespass beyond my 
title — Mill and the Wages Fund. 

A. C. Pioou 

King's College, 

Cambridge. 



INTERNATIONAL FACTOR-PRICE EQUALISATION 
ONCE AGAIN 

1. Introduction 

My recent paper 1 * * * attempting to show that free commodity 
trade will, under certain specified conditions, inevitably lead to 
complete factor-price equalisation appears to be in need of further 
amplification. J propose therefore (1) to restate the principal 
theorem, (2) to expand upon its intuitive demonstration, (3) to 
settle the matter definitively by a brief but rigorous mathematical 
demonstration, (4) to make a few extensions to the case of many 
commodities and factors, and finally (5) to comment briefly upon 
some realistic qualifications to its simplified assumptions. 

I cannot pretend to present a balanced appraisal of the bearing 
of this analysis upon interpreting the actual world, because my 
own mind is not made up on this question : on the one hand, I 
think it would be folly to come to any startling conclusions on 
the basis of so simplified a model and such abstract reasoning; 
but on the other hand, strong simple eases often point the way to 
an element of truth present in a complex situation. Still, at the 
least, we ought to be clear in our deductive reasoning ; and the 
elucidation of this side of the problem plus the qualifying dis- 
cussion may contribute towards an ultimate appraisal of the 
theorem’s realism and relevance. 

2. Statement of the Theorem 
My hypotheses are as follows : — 

1. There are but two countries, America and Europe. 

2. They produce but two commodities, food and clothing. 

3. Each commodity is produced with two factors of 
production, land and labour. The production functions of 
each commodity show “ constant returns to scale,” in the 
sense that changing all inputs in the same proportion changes 
output in that same proportion, leaving all “ productivities ” 

1 “ International Trade and tho Equalisation of Factor Prices,” Economic 

Jotjbnal, Vol. LVI1I, June, 1948, pp. 163-184. I learn from Professor Lionel 

Bobbins that A. P. Lemer, while a student at L.S.E., dealt with this problem. I 

have had a chance to look over Lemer 5 s mimeographed report, dated December 

1933, and it is a masterly, definitive treatment of the question, difficulties and all. 
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v essentially unchanged. In short, all production functions 
are mathematically “ homogeneous of the first order ” and 
subject to Euler’s theorem. 

4. The law of diminishing marginal productivity holds : 
as any one input is increased relative to other inputs, its 
marginal productivity diminishes. 

The commodities differ in their “ labour and land 
intensities.” Thus, food is relatively “ land using ” or 
“ land-intensive,” while clothing is relatively “ labour- 
intensive.” This means that whatever the prevailing ratio 
of wages to rents, the optimal proportion of labour to land 
is greater in clothing than in food. 

6. Land and labour are assumed to be qualitatively 
identical inputs in the two countries and the technological 
production functions are assumed to be the same in the two 
countries. 

7. All commodities move perfectly freely in international 
trade, without encountering tariffs or transport costs, and 
with competition effectively equalising the market price- 
ratio of food and clothing. No factors of production can 
move between the countries. 

8. Something is being produced in both countries of both 
commodities with both factors of production. Each country 
may have moved in the direction of specialising on the com- 
modity for which it has a comparative advantage, but it has 
not moved so far as to be specialising completely on one 
commodity. 1 

All of this constitutes the hypothesis of the theorem. The 
conclusion states : — 

Under these conditions, real factor prices must be exactly 
the same in both countries (and indeed the proportion of 
inputs used in food production in America must equal that 
in Europe, and similarly for clothing production). 

Our problem is from now on a purely logical one. Is “ If //, 
then inevitably G ” a correct statement? The issue is not whether 
C (factor-price equalisation) will actually hold ; nor even whether 
H (the hypothesis) is a valid empirical generalisation. It is 
whether C can fail to be true when H is assumed true. Being a 

1 Actually we may admit the limiting case of ** incipient specialisation, 1 * 
where nothing is being produced of one of the commodities, but where it is a 
matter of indifference whether an infinitesimal amount is or is not being produced, 
so that price and marginal costs ore equal. 
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logical question, it admits of only one answer : either the theorem 
is true or it is false. 

One may wonder why such a definite problem could have 
given rise to misunderstanding. The answer perhaps lies in the 
fact that even so simple a set-up as this one involves more than 
a dozen economic variables : at least four inputs for each country, 
four marginal productivities for each country (marginal produc- 
tivity of American labour in food, of American land in food . . .), 
two outputs for each country, the prices of the two commodities, 
the price in each country of the two inputs, the proportions of the 
inputs in different lines of production, and so forth. It is not 
always easy for the intellect to move purposefully in a hyper- 
space of many dimensions. 

And the problem is made worse by the fact, insufficiently 
realised, that constant returns to scale is a very serious limitation 
on the production functions. A soon as one knows a single 
“ curve ” on such a surface, all other magnitudes are frozen into 
exact quantitative shapes and cannot be chosen at will. Thus, 
if one knows the returns of total product to labour working on 
one acre of land, then one already knows everything : the marginal 
productivity schedule of land, all the iso-product curves, the 
marginal-rate-of-substitution schedules, etc. This means one 
must use a carefully graduated ruler in drawing the different 
economic functions, making sure that they are numerically 
consistent in addition to their having plausible qualitative 
shapes. 

3. Intuitive Proof 

In each country there is assumed to be given totals of labour 
and land. If all resources are devoted to clothing, we get a 
certain maximum amount of clothing. If all are devoted to 
food production, we get a certain maximum amount of food. 
But what will happen if we are willing to devote only part of 
all land and part of total labour to the production of food, the 
rest being used in clothing production? Obviously, then we are 
in effect sacrificing some food in order to get some clothing. The 
iron law of scarcity tells us that we cannot have all we want of 
both goods, but must ultimately give up something of one good 
in getting some of another. 

In short there is a best “ production-possibility,” or “ trans- 
formation ” curve showing us the maximum obtainable amount 
of one commodity for each amount of the other. Such a produc- 
tion-possibility schedule was drawn up for each country in Figure 1 
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of my earlier article. And in each case it was made to be a 
curve convex from above, so that the more you want of any good 
the greater is the cost, at the margin, in terms of the other good. 
This convexity property is very important and is related to the 
law of diminishing marginal productivity. Few readers had any 
qualms about accepting convexity, but perhaps some did not 
realise its far-reaching implications in showing why the factor- 
price equalisation theorem had to be true. I propose, therefore, 
to show why the production-possibility curve must obviously 
be convex (looked at from above). 1 

To show that convexity, or increasing relative marginal costs 
must hold, it is sufficient for the present purpose to show that 
concavity, or decreasing marginal costs, involves an impossible 
contradiction. Now at the very worst, it is easily shown we 
can move along a straight-line opportunity cost line between the 

clothing 



two axes. For suppose we agree to give up half of* the maximum 
obtainable amount of food. How much clothing can we be sure 
of getting? If we send out the crudest type of order : “ Half of all 
labour and half of all land is to be shifted to clothing production,” 
we will (because of the assumption of constant returns to scale) 
exactly halve food production ; and we will acquire exactly half of 
the maximum amount of clothing produceable with ftfl resources. 
Therefore, we end up at a point, j R, exactly half-way between 
the limiting points A and 2k Similarly, if we decide to give up 
10, 20, 30 or 90% of the maximum amount of food produceable, 
we can give out crude orders to transfer exactly 10, 20, 30 or 
90% of both inputs from food to clothing. Because of constant 
returns to scale, it follows that we can be sure of getting 90, 80, 
70 or 10% of maximum clothing. 

1 I am indebted for this line of reasoning to my colleague at M.I.T., Professor 
Robert L. Bishop, who for some years has been using it on beginning students in 
economics, with no noticeable disastrous effects. This proof is suggestive only, 
but it could easily be made rigorous. 
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In short, by giving such crude down-the-line orders that 
transfer both resources aluxzys in the same proportion , we can at 
worst travel along a straight line between the two limiting 
intercepts. Any concave curve would necessarily lie inside such 
a constant-cost straight line and can therefore be ruled out : hence 
decreasing (marginal, opportunity) costs are incompatible with 
the assumption of constant returns to scale. 

But of course we can usually do even better than the straight- 
line case. A neophyte bureaucrat might be satisfied to give 
crude down-the-line orders, but there exist more efficient ways of 
giving up food for clothing. This is where social-economist (or 
“ welfare economist ”) can supplement the talents of the mere 
technician who knows how best to use inputs in the production 
of any one good and nothing else. There are an infinity of ways 
of giving up, say, 50% of food : we may simply give up labour, 
or simply give up land, or give up constant percentages of labour 
and land, or still other proportions. But there will be only one 
best way, to do so, only one best combination of labour and land 
that is to be transferred. Best in what sense ? Best in the sense 
of getting for us the maximum obtainable amount of clothing, 
compatible with our pre-assigned decision to sacrifice a given 
amount of food. 

Intuition tells us that, qualitatively, we should transfer a 
larger proportion of labour than of land to clothing production. 
This is because clothing is the labour-intensive commodity, by 
our original hypothesis. This means that the proportion of 
labour to land is actually declining in the food line as its produc- 
tion declines. What about the proportion of labour to land in 
clothing production ? At first we were able to be generous in 
sparing labour, which after all was not “ too well adapted ” for 
food production. But now, when we come to give up still more 
food, there is less labour left in food production relative to land ; 
hence, we cannot contrive to be quite so generous in transferring 
further labour to clotliing production. As we expand clothing 
production further, the proportion of labour to land must also 
be falling in that line; but the labour-land ratio never falls 
to as low as the level appropriate for food, the land-intensive 
commodity. 1 

1 Some readers may find it paradoxical that — with a fixed ratio of total labour 
to total land — we nevertheless lower the ratio of labour to land in both industries 
as a result of producing more of the labour-intensive good and less of the other. 
Such readers find it hard to believe that men’s wages and women’s wages can 
both go up at the same time that average wages are going down. They forget 
that there is an inevitable shift in the industries’ weights used to compute the 

No. 234 — vol. lix. o 
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Intuition tells us that by following an optimal pattern which 
recognises the difference in factor intensities of the two goods, 
we can end up on a production possibility curve that is bloated 
out beyond a constant-cost straight line : in short, on a production 
possibility curve that is convex, obeying the law of increasing 
marginal costs of one good as it is expanded at the expense of the 
other good. Or to put the same thing in the language of the 
market-place : as the production of clothing expands, upward 
pressure is put on the price of the factor it uses most intensively, 
on wages relative to land rent. An increase in the ratio of wages 
to rent must in a competitive market press up the price of 
the labour-intensive commodity relative to the land-intensive 
commodity. 

This one-directional relationship between relative factor 
prices and relative commodity prices is an absolute necessity, 
and it is vital for the recognition of the truth in the main 
theorem. Let me elaborate therefore upon the market mechanism 
bringing it about. Under perfect competition, everywhere 
within a domestic market there will be set up a uniform ratio of 
wages to rents. In the food industry, there will be one, and 
only one, optimal proportion of labour to land ; any attempt to 
combine productive factors in proportions that deviate from the 
optimum will be penalised by losses, and there will be set up a 
process of corrective adaptation. The same competitive forces 
will force an adaptation of the input proportion in clothing 
production, with equilibrium being attained only when the input 
proportions are such as to equate exactly the ratio of the physical 
marginal productivities of the factors (the “ marginal rate of 
substitution ” of labour for land in clothing production) to the 
ratio of factor prices prevailing in the market. The price 
mechanism has an unconscious wisdom. As if led by an invisible 
hand, it causes the economic system to move out to the optimal 
production-possibility curve. Through the intermediary of a 
common market factor-price ratio, the marginal rates of substitu- 
tion of the factors become the same in both industries. And it 
is this marginal condition which intuition (as well as geometry 
and mathematics) tells us prescribes the optimal allocation of 
resources so as to yield maximum output. Not only does 
expanding clothing production result in the earlier described 

average-factor ratio. Really to understand all this the reader must be referred 
to the Edgeworth box-diagram depicted in W. F. Stolper and P. A. Samuelson, 
“ Protection and Real Wages/’ Review of Economic Studies, Vol. IX (1941), pp. 
68-73. 
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qualitative pattern of dilution of the ratio of labour to land in 
both occupations ; more than that, a price system is one way of 
achieving the exactly optimal quantitative degree of change in 
proportions. 

I have established unequivocally the following facts : 

Within any country : (a) a high ratio of wages to rents will 
cause a definite decrease in the proportion of labour to land in 
both industries ; (b) to each determinate state of factor pro- 
portion in the two industries there will correspond one, and only 
one , commodity price ratio and a unique configuration of wages 
and rent ; and finally, (c) that the change in factor proportions 

incident to an increase in — - - f* must be followed by a one- 

directional increase in clothing prices relative to food prices. 

An acute reader may try to run ahead of the argument and 
may be tempted to assert : “ But all this holds for one country, 
as of a given total factor endowment. Your established chain of 
causation is only from factor prices (and factor proportions) to 
commodity prices. Are you entitled to reverse the causation and 
to argue that the same commodity-price ratio must — even in 
countries of quite different total factor endowments — lead back 
to a common unique factor-price ratio, a common unique way of 
combining the inputs in the food and clothing industries, and a 
common set of absolute factor prices and marginal produc- 
tivities ? ” 

My answer is yes. This line of reasoning is absolutely 
rigorous. It is only proportions that matter, not scale. In such 
a perfectly competitive market each small association of factors 
(or firm, if one prefers that w r ord) feels free to hire as many or as 
few extra factors as it likes. It neither knows nor cares anything 
about the totals for society. It is like a group of molecules in a 
perfect gas which is everywhere in thermal equilibrium. The 
molecules in any one small region behave in the same way regard- 
less of the size of the room around them. A sample observed in 
the middle of a huge spherical room would act in the same way 
as a similar sample observed within a small rectangular room. 
Similarly, if we observe the behaviour of a representative firm 1 
in one country it will be exactly the same in all essentials as a 
representative firm taken from some other country — regardless of 

1 The representative firm concept is in the case of homogeneous production 
functions not subject to the usual difficulties associated with the Marshallian 
concept ; in this case, it should be added, the “ scale ” of the firm is indeterminate 
and, fortunately, irrelevant. 
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the difference in total factor amounts and relative industrial 
concentration — provided only that factor-price ratios are really 
the same in the two markets. 

All this follows from the italicised conclusion reached just 
above, especially from (c) taken in conjunction with (a) and (b). 

This really completes the intuitive demonstration of the 
theorem. The same international commodity-price ratio, must 
— so long as both commodities are being produced and priced at 
marginal costs — enable us to infer backwards a unique factor- 
price ratio, a unique set of factor proportions, and even a unique 
set of absolute wages and rents. 

W/R W/R 



right-hand side I have simply duplicated Figure 2 of my earlier 
paper. On the left-hand side I have added a chart showing the 
one-directional relation of commodity prices to factor prices. 1 As 

1 The left-hand curve is drawn in a qualitatively correct fashion. Actually 
its exact quantitative shape is determined by the two right-hand curves; but 
the chart i6 not exact in its quantitative details. 

We may easily illustrate the importance of point (5) of our hypothesis, which 
insists on differences in factor intensities. Consider the depicted pathological 

W/R W/R 



case which does not meet the requirements of our hypothesis, and in which factor 
intensities are for a range identical, and in still other regions food becomes the 
labour-intensive good. The resulting pattern of commodity prices does not neces- 
sarily result in factor-price equalisation. Cf. p. 175, n. 1 of my earlier article. 
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wages fall relative to rents the price of food is shown to rise 
relative to clothing in a monotonic fashion. The accompanying 
chart applies to either country and — so long as neither country is 
specialising completely — its validity is independent of their 
differing factor endowments. It follows that when we specify 
a common price ratio (say at L), we can move backward un- 
ambiguously (from M to N, etc.) to a common factor-price ratio 
and to a common factor proportion set-up in the two countries. 


4. Mathematical Proof 

Now that the theorem has been demonstrated by common- 
sense reasoning, let me confirm it by more rigorous mathematical 
proof. The condition of equilibrium can be written in a variety 
of ways, and can be framed so as to involve more than a dozen 
equations. For example, let me call America’s four marginal 
physical productivities — of labour in food, of land in food, of 
labour in clothing, of land in clothing — a, b, c and d. I use 
Greek letters — a, jS, y, S — to designate the corresponding marginal 
productivities in Europe. Then we can end up with a number of 
equilibrium expressions of the form 


a __ c cL y a a 

6^d’j8^8’c -y* • 


. . etc. 


A number of economists have tortured themselves trying to 
manipulate these expressions so as to result in a = a, etc., or at 

least in - — etc. No proof of this kind is possible. The 

essential thing is that these numerous marginal productivities are 
by no means independent. Because proportions rather than scale 
are important, knowledge of the behaviour of the marginal 
productivity of labour tells us exactly what to expect of the 
marginal-productivity schedule of land. This is because increasing 
the amount of labour with land held constant is equivalent to 
reducing land with labour held constant . 1 


1 J. B. Clark recognised in his Distribution of Wealth that the “ upper triangle ” 
of his labour-marginal-productivity diagram must correspond to the “ rectangle ** 
of his other-factors diagram. But his draughtsman did not draw the curve 
accordingly ! This is a mistake that Philip Wicksteed in his Co-ordination of the 
Laws of Distribution (London School of Economics Reprint) could not have made. 
Clark, a believer in Providence, was unaware of the blessing — in the form of 
Euler's theorem on homogeneous functions — that made his theory possible. 
Wicksteed, a man of the cloth, appreciated and interpreted the generosity of 
Nature. Of. also F. H. Knight, Bisk, Uncertainty and Profit , cli. IV, for a partial 
treatment of these reciprocal relations. G. J. Stigler, Production and Distribution 
Theories : the Formative Period , gives a valuable treatment of Wicksteed’s theory 
as exposited by Flux and others. 
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Mathematically, instead of writing food production, F, as any 
joint function of labour devoted to it, L s , and of land, Tj, we can 
write it as 

F = F(L„T,) = T f f ... (1) 

where the function / can be thought of as the returns of food on 
one unit of land, and where the number of units of land enters 
as a scale factor. The form of this function is the same for both 
countries; and there is, of course, a similar type of function 
holding for cloth production, C, in terms of L c and T c namely 


C = C(L c , T c ) = T c c(£) ... (2) 


It is easy to show mathematically, by simple partial differentia- 
tion of (1), the following relations among marginal physical 
productivities 


M.P.P. labour in food = 

where /' represents the derivative of / and depicts the schedule 
of marginal product of labour (working on one unit of land). 
This must be a declining schedulo according to our hypothesis of 
diminishing returns, so that we must have 


By direct differentiation of (1), or by use of Euler’s theorem, or 
by use of the fact that the marginal product of land can also be 
identified as a rent residual, we easily find that 


M.P.P. land in food «/(*?) ~ f/'fy) = ^ 
where g is the name for the rent residual. It is easy to show that 



By similar reasoning, we may write the marginal productivity 
of land in clothing production in its proper relation to that of 
labour 


M.P.P. labour in clothing 


dc 

dL c 


dc 

c ~T C 


M.P.P. land in clothing 

h '{k) = ~k"(r) 
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The art of analysis in these problems is to select out the 
essential variables so as to reduce our equilibrium equations to 
the simplest form. Without specifying which country we are 
talking about, we certainly can infer from the fact that something 
of both goods is being produced with both factors the following 
conditions : — 


Real wages (or labour marginal “ value ” productivities) 
must be the same in food and clothing production when 
expressed in terms of a common measure, such as clothing; 
the same is true of real rents (or land marginal “ value ” 
productivities). Or 

(food price) (M.P.P. labour in food) 

= (clothing price) (M.P.P. labour in clothing) 

(food price) (M.P.P. land in food) 

— (clothing price) (M.P.P. land in clothing) 
which can bo written in terms of previous notation 1 as 



Now these are two equations in the three variables 

■It i c 

p 

and jJ. If we take the latter price ratio as given to us by inter- 

X e 

national-demand conditions, we are left with two equations to 
determine the two unknown factor proportions. This is a solvent 
situation, and we should normally expect the result to be 
determinate. 

But a purist might still have doubts : “ How do you know 
that these two equations or schedules might not twist around and 
intersect in multiple equilibria ? ” Fortunately, the answer is 
simple and definite. On our hypothesis, any equilibrium con- 
figuration turns out to be absolutely unique. We may leave to 
a technical footnote the detailed mathematical proof of this 
fact. 2 


1 In terras of our earlier o, b, . . a, p . . ., these equations are of the form 
rfa ** c, ^6 = d t etc. 

x# * c 

* The Implicit Function Theorem tells us that two suitably continuous 
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5. Multiple Commodities and Factors 

Adding a third or further commodities does not alter our 
analysis much. If anything, it increases the likelihood of com- 
plete factor-price equalisation. For all that we require is that at 
least two commodities are simultaneously being produced in both 
countries and then our previous conclusion follows. If we add a 
third commodity which is very much like either of our present 
commodities, we are not changing the situation materially. But 
if we add new commodities which are more extreme in their 
labour-land intensities, then we greatly increase the chance that 
two regions with very different factor endowments can still come 
into complete factor-price equalisation. A “ queer ” region is not 
penalised for being queer if there is queer work that needs doing. 

I do not wish at this time to go into the technical mathe- 
matics of the n commodity, and r factor case. But it can be said 
that : (1) so long as the two regions are sufficiently close together 
in factor proportions, (2) so long as the goods differ in factor 
intensities, and (3) so long as the number of goods, n, is greater 
than the number of factors, r, wc can hope to experience com- 
plete factor-price equalisation. On the other hand, if complete 
specialisation takes place it will do so for a whole collection of 
goods, the dividing line between exports and imports being a 
variable one depending upon reciprocal international demand 
(acting on factor prices) as in the classical theory of comparative 
advantage with multiple commodities. 1 


equations of the form W x (y lt y 2 ) = 0 == W 2 (y lf y 2 ), possessing a solution (y^, y 2 °) t 
cannot have any other solution provided 


A = 


ew x nw x 

dy 1 i)y t 

BWj, 8Wj 
~8y i % a 


* 0 


In this case, where y x = Lf/Tj, etc., it is easy to show that 



By hypothesis of diminishing returns f" and c" are negative, and the term in 
brackets (representing the respective labour intensities in food and clothing) 
cannot be equal to zero. Hence, the equilibrium is unique. As developed 
earlier, if the factor intensities become equal, or reverse themselves, the one-to-one 
relation between commodity and factor prices must be ruptured. 

1 The real wage of every resource must be the same in every place that it is 
used, when expressed in a common denominator. This gives us r (» - 1) 
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When we add a third productive factor and retain but two 
commodities, then the whole presumption towards factor-price 
equalisation disappears. Suppose American labour and American 
land have more capital to work with than does European labour 
and land. It is then quite possible that the marginal physical 
productivities of labour and land might be double that of Europe 
in both commodities. Obviously, commodity-price ratios would 
still be equal, production of both commodities will be taking 
place, but nonetheless absolute factor prices (or relative for that 
matter) need not be moved towards equality. This is our general 
expectation wherever the number of factors exceeds the number of 
commodities. 

6. The Conditions of Complete Specialisation 

If complete specialisation takes place in one country, then 
our hypothesis is not fulfilled and the conclusion does not follow. 
How important is this empirically, and when can we expect 
complete specialisation to take place ? As discussed earlier, the 
answer depends upon how disparate are the initial factor endow- 
ments of the two regions — how disparate in comparison with the 
differences in factor intensities of the two commodities . 1 

Unless the two commodities differ extraordinarily in factor 
intensities, the production-possibility curve will be by no means 
so convex as it is usually drawn in the neo-classical literature of 
international trade, where it usually resembles a quarter circle 
whose slope ranges the spectrum from zero to infinity. It should 
rather have the crescent-like shape of the new moon. Oppor- 
tunity costs tend to be more nearly constant than I had previously 
realised. This is a step in the direction of the older classical 
theory of comparative advantage. But with this important 
difference : the same causes that tend to produce constant costs 
also tend to produce uniform cost ratios between nations, which 


independent equations involving the (n — 1) commodity-price ratios and the 
n(r — 1) factor proportions. If n = r, we have a determinate system once the 
goods price ratios are given. If n > r, we have the same result, but now the 
international price ratios cannot be presented arbitrarily as there are constant- 
cost paths on the production-possibility locus, with one blade of Marshall’s 
scissors doing most of the cutting, so to speak. If n < r, it is quito possible for 
free commodity trade to exist alongside continuing factor-price differentials. It 
is never enough simply to count equations and unknowns. In addition we 
must make sure that there are not multiple solutions : that factor intensities in 
the different commodities and the laws of returns are such as to lead to a one-to- 
one relationship between commodity prices and factor prices. 

1 The reader may be referred to the earlier paper’s discussion of Figures I 
and 2, with respect to “ step-like formations ” and overlap. 
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is not at all in the spirit of classical theory. (Undoubtedly much 
of the specialisation observed in the real world is due to something 
different from all this, namely decreasing-cost indivisibilities, 
tempered and counteracted by the existence of localised resources 
specifically adapted to particular lines of production.) 

A parable may serve the double purpose of showing the range 
of factor endowment incompatible with complete specialisation 
and of removing any lingering element of paradox surrounding 
the view that commodity mobility may be a perfect substitute for 
factor mobility. 

Let us suppose that in the beginning all factors were perfectly 
mobile, and nationalism had not yet reared its ugly head. Spatial 
transport costs being of no importance, there would be one 
world price of food and clothing, one real wage, one real rent, 
and the world’s land and labour would be divided between food 
and clothing production in a determinate way, with uniform pro- 
portions of labour to land being used everywhere in clothing 
production, and with a much smaller — but uniform — proportion 
of labour to land being used in production of food. 

Now suppose that an angel came down from heaven and 
notified some fraction of all the labour and land units producing 
clothing that they were to be called Americans, the rest to be 
called Europeans ; and some different fraction of the food industry 
that henceforth they were to carry American passports. 
Obviously, just giving people and areas national labels does not 
alter anything : it does not change commodity or factor prices or 
production patterns. 

But now turn a recording geographer loose, and what will he 
report? Two countries with quite different factor proportions, 
but with identical real wages and rents and identical modes of 
commodity production (but with different relative importances 
of food and clothing industries). Depending upon whether the 
angel makes up America by concentrating primarily on clothing 
units or on food units, the geographer will report a very high or 
a very low ratio of labour to land in the newly synthesised 
“ country.” But this he will never find : that the ratio of 
labour to land should ever exceed the proportions characteristic 
of the most labour-intensive industry (clothing) or ever fall short 
of the proportions of the least labour-intensive industry. Both 
countries must have factor proportions intermediate between the 
proportions in the two industries. 

The angel can create a country with proportions not inter- 
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mediate between the factor intensities of food and clothing. But 
he cannot do so by following the above-described procedure, which 
was calculated to leave prices and production unchanged. If he 
wrests some labour in food production away from the land it has 
been working with, “ sending ” this labour to Europe and keeping 
it from working with the American land, then a substantive 
change in production and prices will have been introduced. 
Unless there are abnormal repercussions on the pattern of effective 
demand, we can expect one or both of the countries to specialise 
completely and real w ages to fall in Europe relative to America in 
one or both commodities, with European real rents behaving in 
an opposite fashion. The extension of this parable to the many- 
commodities case may be left to the interested reader. 

7. Some Qualifications 

A number of qualifications to this theoretical argument are 
in order. In the first place, goods do not move without transport 
costs, and to the extent that commodity prices are not equalised 
it of course follows that factor prices will not tend to be fully 
equalised. Also, as I indicated in my earlier article, there are 
many reasons to doubt the usefulness of assuming identical 
production functions and categories of inputs in the tw r o countries ; 
and consequently, it is dangerous to draw’ sweeping practical 
conclusions concerning factor-price equalisation. 

What about the propriety of assuming constant returns to 
scale? In justice to Ohlin, it should be pointed out that he, 
more than almost any other writer, has followed up the lead of 
Adam Smith and made increasing returns an important cause for 
trade. It is true that increasing returns may at the same time 
create difficulties for the survival of perfect competition, diffi- 
culties which cannot always be sidestepped by pretending that 
tho increasing returns are due primarily to external rather than 
internal economies. But these difficulties do not give us the 
right to deny or neglect the importance of scale factors . 1 Where 

1 Statical increasing returns is related to, but analytically distinct from, these 
irreversible cost economies induced by expansion and experimentation and which 
provide the justification for “ infant industry ” protection. Statical increasing 
returns might justify permanent judicious protection but not protection all 
around, sinoe our purpose in bringing about large-scale production is to achieve 
profitable trade and consumption. 

One other point needs stressing. For very small outputs, increasing returns to 
scale may take place without affecting the above analysis provided that total 
demand is large enough to carry production into the realm of constant returns to 
scale. Increasing the “ extent of the market ” not only increases specialisation, 
it also increases the possiblity of viable pure competition. 
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scale is important it is obviously possible for real wages to differ 
greatly between large free-trade areas and small ones, even with 
the same relative endowments of productive factors. And while 
it may have been rash of me to draw a moral concerning the 
worth of emigration from Europe out of an abstract simplified 
model, I must still record the view that the more realistic devia- 
tions from constant returns to scale and the actual production 
functions encountered in practice are likely to reinforce rather 
than oppose the view that high standards of life are possible in 
densely populated areas such as the island of Manhattan or the 
United Kingdom. 

There is no iron-clad a priori necessity for the law of diminish- 
ing marginal productivity to be valid for either or both com- 
modities. 1 In such cases the usual marginal conditions of 
equilibrium are replaced by inequalities, and we have a boundary 
maximum in which we go the limit and use zero of one of the 
inputs in one industry. If it still could be shown that one 
commodity is always more labour intensive than the other, then 
the main theorem would probably still be true. But xt is precisely 
in these pathological cases that factor intensities may become 
alike or reverse themselves, giving rise to the difficulties discussed 
in my earlier footnote on p. 188. 

In conclusion, some of these qualifications help us to reconcile 
results of abstract analysis with the obvious facts of life concerning 
the extreme diversity of productivity and factor prices in different 
regions of the world. Men receive lower wages in some countries 
than in others for a variety of roasons : because they are different 
by birth or training ; because their effective know-how is limited 
and the manner of their being combined with other productive 
factors is not optimal ; because they are confined to areas too small 
to develop the full economies of scale ; because some goods and 
materials cannot be brought to them freely from other parts of the 
world, as a result of natural or man-made obstacles ; and finally 
because the technological diversity of commodities with respect to 
factor intensities is not so great in comparison with the diversity 

1 A “ Pythagorean ” production function of the form F = Vf/ a + T a is an 
example of such a homogeneous function with increasing marginal productivity. 
So long as neither factor is to have a negative marginal productivity, average 
product must not be rising ; but this is quite another thing. Surprisingly enough, 
the production possibility curve may still be convex with increasing marginal 
productivity. I have been asked whether any essential difference would be 
introduced by the assumption that one of the commodities, such as clothing, uses 
no land at all, or negligible land. Diminishing returns would still affect food as 
more of the transferable factor is added to the now specific factor of land; but 
no essential modifications in our conclusions are introduced. 
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of regional factor endowments to emancipate labourers from the 
penalty of being confined to regions lacking in natural resources. 
In the face of these hard facts it would be rash to consider the 
existing distribution of population to be optimal in any sense, 
or to regard free trade as a panacea for the present geographical 
inequalities. 

Paul A. Samuelson 

Massachusetts Institute of Technology. 
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The object of this note is to analyse the prospects for equili- 
brium in the British balance of payments in a year when normal 
conditions of world trading have been fully restored — we may, if 
we like, say 1952; and to consider the interaction between the 
exchange rate and the other variables of the situation. 

Between 1938 and 1947 wage payments in Britain rose 2-03- 
fold for a virtually constant number in wage-earning employment. 
The index used by the United Nations Statistical Office also 
indicates a 2-03-fold increase between 1938 and the end of 1947, 
or a 2-09-fold increase in hourly wages. By the same date Ameri- 
can hourly wages had risen 2-01-fold. But real product per man- 
hour in 1947 in Britain appears to have only just regained pre-war 
level, while in America it was 20% higher. 1 



1939. 

1946 
(July to 
December). 

1947. 

1948 

(January 
to June). 

Gross national product, billions 
of current $, annual rato 

90-4 

2130 

229-5 

246-0 

1939 Prices : 

Gross national product 

00-4 

143-2 

141-0 

341*6 

Net national product . 

82-3 

132-7 

130*5 

131-1 

Numbers in employment, ex- 
cluding forces, million 

45-7 

66-7 

58-0 

58*8 

Real product in I.U.* ($ of 
1925-34 purchasing power) : 
Per man-year 

2,108 

2,740 

2,632 

2,612 

Per man-hour 

100 

1-22 

1-21 

1-21 


* International Unit. 


In other words, American efficiency wages are now nearly 
20% below British on a 1938 basis, and the present exchange 
rate is slightly too high even to restore the status quo of 1938. 
But even in that year Britain had an adverse balance of payments ; 
since that date there have been heavy and apparently permanent 
losses in the capacity to earn income through shipping and 

1 The various components of gross national product (consumption, con- 
struction, producers* durable equipment, net change in inventories, net surplus 
of exports) can each be revalued by appropriate price-indox numbers. As the 
present method of estimation may undervalue depreciation and maintenance at 
post-war prices the national product is revalued gross, and converted to net on 
the assumption that the real volume of depreciation and maintenance is now 
30% higher than in 1939* All data from Survey of Current i Business, seasonally 
corrected where necessary. 
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international investment, and the terms of trade are turning 
against Britain and are expected to go much further. We must 
project these trends into the future and make use of what in- 
formation we have about elasticity of demand for British imports 
and exports, to determine a possible equilibrium. 

The basic information for the solution of this problem has 
already been assembled by others. Mr. T. C. Chang (Econ- 
omic Journal, June 1946), in a most thorough and careful analy- 
sis, finds the price elasticity of demand for imports in Britain 
(real income being held constant) to be 0-64. Messrs. Hinshaw 
and Motzler (Review of Economic Statistics , November 1945) 
analysed the factors determining all the significant elements in 
the British balance of payments. While leaving aside the 
question of price elasticity, they obtained a relationship between 
the volume of British imports and British real income (Mr. Chang 
also obtained a similar figure), one between the volume of British 
exports and the level of world real income, and three others 
showing the determination of net income from shipping, from 
overseas investment, and from short interest and commissions, 
by the level of w orld money income. 

Messrs. Hinshaw and Metzler’s relationships were on the year 
1937 as a base, and in all the subsequent measurement of variables 
we will take 1937 = 1. As a base year 1937 has the additional 
advantage that the terms of trade (measured by American prices 
for manufactured goods and farm produce respectively) were 
almost exactly the same as the average of the decade 1925-34, 
which was taken as the base of the projections of the terms of 
trade made in The Economics of 1960 . When normal world 
trading is fully restored, we may assume real income in Britain to 
be 1*2 on the 1937 base. In 1947 it w r as only 1*07. A considerable 
improvement in efficiency, and some increase in the working 
population is anticipated. 

For the rest of the w^orld a real income of 1 *4 is projected. This 
takes account of : 

, 1. The more rapid population increase in other countries. 

2. A somewhat more rapid increase in efficiency. 

3. In 1937 U.S.A., whose income constitutes nearly half 
of the “ rest of the world,” had a much higher level of unem- 
ployment than Britain. 

4. The depressing effect of the terms of trade upon 
British real income. 

We must now consider prices and money values. 
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The word “ dollar ” as used below, is meant to include the 
currencies of all the rest of the world at the rates at which they 
effectively exchange against the dollar. The equilibrium rates of 
exchange against the dollar recommended below are to be inter- 
preted literally if the currencies of the rest of the world are subject 
to free exchange by 1952 ; if through restrictions or for other 
reasons they are not arbitraged throughout the world, then they 
must be taken to mean the weighted average of the dollar exchange 
and of the rates at which other currencies effectively exchange 
against the dollar. 

On this definition it is expected that the world dollar price of 
goods and services, other than food and raw materials,, will be 
1-5 on a 1937 base. American hourly money wages in mid-1948 
stood at 2*12 on a 1937 base, efficiency wages at 1-62. It is 
assumed that efficiency . will continue to increase and money 
wages be virtually stationary. In a number of countries where 
money wages have increased substantially, the complete or 
partial exchangeability of the currency now allowed against gold 
or dollars, will, it appears, keep the dollar price of their exports 
in the neighbourhood of 1-5 (e.g., France, Italy, India). 

Next we must consider the probable movement of the terms 
of trade. These I have estimated move by a factor of 1-5 in 
favour of agriculture between 1937 and 1952. I have given 
reasons in The Economics of 1960 for believing that they will move 
by a factor of 1*9 by 1960. The reasons analysed in that book — 
rapid growth of population in many parts of the world, outflow of 
labour from agriculture (accelerated by full employment condi- 
tions), increasing demand for certain types of food with rising 
real income, need of the densely populated countries for export 
markets — all still appear to be fully valid; and the division of 
Germany will bring into the world market another country 
exceptionally dependent on exports. The Central Planning 
Bureau of the Netherlands 1 have recalculated the equations 
of The Economics of 1960 on extreme assumptions about the 
extent and permanence of war damage, t.e., the real income of 
Germany, Italy, Russia, Japan, China and the Balkans is put at 
anything from 25% to 50% below my estimate. Even so they find 
the terms of trade moving in favour of agriculture by a factor of 
1-5. 

On this assumption prices of food and raw materials will 
stand at 2*25 on a 1937 basis. The weighted average of world 


1 Results privately communicated. 
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dollar prices will rise by a factor of 1*65 and world money income 
measured in dollars will rise by a factor 1*4 x 1-65 = 2*31. 

Those who wish may assume that the terms of trade will 
return to the 1937 level. Calculations on this assumption are 
(for convenience) made on the assumption that primary and non- 
primary prices rise alike by a factor 1-65 from 1937. 

From 1937 to June 1948, the movement of the terms of trade, 
as indicated by American prices, had been 1*28. 

The following table shows 1952 estimates for the volume at 
1937 prices of the items in the British balance of payments in 
1952, using the Hinshaw-Metzler equations (i.e., allowing for 
home and world income elasticities, but before allowing for price 
elasticities). 



Actual, 

1937, 

£m. 

Actual, 1937, 
less estimated 
permanent re- 
ductions in 
capacity due 
to war, £ra. 

Estimate for 
1952. Exports 
and imports at 
1937 prices. 
Other items at 
current prices. 

Rotained imports, excluding 





precious metals . 

953 

— 

1,077 


Exports of British products, ex- 
cluding precious metals 





522 

— 

678 


Net shipping income 

130 

98 

2501 


Net income from investments . 

210 - 

105 

252 

590 

Net receipts from short interest 
and commissions 

40 

— 

88. 

Balance of above (minor items 
ignored) .... 

-51 

-188 

— 



Price elasticity of demand for imports has already been deter- 
mined by Mr. Chang at 0-64 (will be taken as two-thirds for 
convenience in calculation). What is the order of magnitude of 
the price elasticity of demand for British exports ? Professor 
Tinbergen reviews some export price elasticities of demand 
(Review of Economic Statistics , August 1946) and finds that, in 
general, they are of the order of magnitude of 2. In a paper on 
the dollar shortage before the World Statistical Conference in 
1947 1 he also analysed the price elasticity of demand for some 
imports of manufactures into America. 

To assume a figure of 2 for price elasticity of demand for 
British exports would probably be justified and would accord with 


1 In this paper, which attracted much international attention, it was con- 
tended that the dollar shortage could be put right if money costs throughout the 
rest of the world could be reduced 20% relative to America, i.e., through a rise 
in money incomes in America or a fall in money incomes elsewhere. 

No. 234 — vol. lix. * 
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Price Elasticities of Demand in International Trade 


Dutch exports. 


Swedish imports. 


U.S. imports. 


Coal . 

rsi 

Cast iron 

0*9 

Cotton cloth . 


Cotton goods . 

4-8 

Plate 

1*2 

Woollen yams 
Woollen fabrics 


Shoes . 

2-8 

Plate and tin-plate 
goods 

1*0 



estimations already made by others. We can now state the 
equations determining the equilibrium of the balance of payments. 

Let the price of British-produced goods rise by a factor p on a 
1937 base, and let the dollar exchange be depreciated to a pro- 
portion q of its 1937 level. Assuming exports contain 20% raw 
material, the dollar price of which has risen by a factor 2-25, the 
price of British exports will be 0-8 p -}- 0-45 q' 1 . 

Let the equations for price elasticity be of the form that where 
Y represents the volume of imports or exports determined from 
income elasticities alone, and y the volume after taking into 
account price elasticities, e the elasticity and P the relative price, 
then — 

Log y — Log Y — e Log P 

or — 

y = YP* 

i.e., a 20% rise in the price of British exports relative to world 
prices will cause their volume to fall by a factor 1*44, i.e., to just 
under 70% of their former volume. 

Now the dollar price of imports will be 2-25 and the sterling 
price 2-25qr 1 . Relative to home-produced goods the price of 
imports will be 2-25 (qp)’ 1 . 

The volume of imports at 1937 prices is given in the table at 
£1,077 m. Price elasticity of imports being taken at two-thirds 
the sterling value of imports will be — 

1,077 (2-25 T ')(^y= 1, 077 

The price of exports, as indicated above, will be — 

0*8 p -f- 0-45g~ 1 

Competitors’ prices will be 1-5 measured in dollars, or 1*5 q- 1 
measured in sterling, and the price of British goods relative to 
competitors will be — 

0*8 pq -f 0-45 
1-5 
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The sterling value of exports will be — 

678 (0-8 p + 0-45r 1 )( ° : ^ i - '| - 0 — )"' 

Sterling income from shipping, etc., will be 590 gr 1 . 

We thus obtain an equation for the balance of payments, 
mathematically very inelegant, and which no function (to my 
knowledge) will solve ; but which can be solved graphically with 
a little labour. 

If we make the alternative assumption about the terms of 
trade, the following alterations are necessary. 

In the equation for imports the coefficient 2- 25 is replaced by 
a coefficient 1-65. In the equation for exports the coefficient 
2*25 (i.e., 1-5 2 ) is replaced by the coefficient 2-71, and the co- 
efficient 0-45 by the coefficient 0*33. 

However, before solving the equations we must decide whether 
we are aiming at an exact balance of payments or whether we would 
prefer an equilibrium allowing for a capital outflow. There are 
some grounds for thinking that long-term equilibrium will require 
such an outflow. 

The following table gives net internal and external investment 1 
as percentages of national income at market prices. It then 


Date. 

Percentages of national income at 
market prices 

Unemploy- 
ment per- 
centage. 

Equilibrium 
rate of in- 
vestment as 
percentage 
of national 
income. 

Net 

internal 

invest- 

ment. 

External 

invest- 

ment. 

Total 

invest- 

ment. 

1907 

5*8 


12*9 

3-8 

12*3 

1924 



7*9 

10-2 

10-6 

1929 

4-7 


7-0 

10-3 

9-6 


21 

— 1*3 

0-8 

21-9 

9-3 

1938 

7-8 


6-6 

11*8 

9-9 

1946 

15-5 

-4*1 

11-4 

2-6 

10-2 

1947 

16-6 

— 6-6 

10-0 

2*2 

8-6 


proceeds to get an extremely crude indication of what might be 
called “ equilibrium rate of investment ” by assuming that full 
employment prevails when unemployment stands at 5% and that 
the multiplier is 2, c.gr., an unemployment rate of 10% indicates 
that another 2J% of the national income needs to be invested to 
secure equilibrium. (Adjustments in the opposite direction are 
made in years of over-full employment.) 

1 In White Paper terminology “ saving and other sums set aside ” less “ saving 
of public authorities ” (negative) and “ depreciation and maintenance provisions ”. 
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Looking a few years ahead, therefore, it appears that a net 
investment of 9% of the national income, or perhaps even higher, 
will be necessary to maintain full employment. What will the 
internal demand be when the present arrears have been worked 
off and inventories restored? The figure for 1938 is not much 
guide because in that year the arrears of investment from the 
depression years were still being met and, in particular, housing 
was still very active. With a virtually stationary population it 
is hard to believe that the percentage of income invested at home 
will be much higher than that of 1907 or 1924, however active are 
the programmes for re-equipment. It looks as if, to maintain 
full employment, some 3% of the national income will have to be 
spent on more or less unwanted publio works or invested exter- 
nally. The results below will show that the latter objective is 
quite attainable if we give our minds to it. From Britain’s 
point of view, external investments will provide a reserve against 
the unforeseen contingencies of the future and might perhaps be 
drawn upon when population again begins to increase. From 
the world’s point of view it is obvious that there are so many great 
territories crying hungrily for capital from wherever they can get 
it, that to check a capital outflow because of a political preference 
for public works would be a piece of foolish isolationism (com- 
parable to that of some Indian politicians who are resisting 
proposals for a capital inflow). 

We therefore work out our equations with or without a term 
which leaves a net export surplus of 3% of national income 
(shown as 145p). 

We now make three alternative assumptions about the level 
of British prices and costs. The first may be described as the 
policy of “ financial severity.” This enables p to fall by 1952 to 
1-8 from its 1947 level of 1-9, involving a virtual stabilisation of 
money wages and a distinct increase in efficiency. The second 
assumption can be described as the policy of “ financial ease,” or 
letting things follow their present course. During the last year 
money wages have risen 6% (hourly rates a little more), and there 
are not yet many signs of rising product per man-hour. On this 
course, p may have risen to 2-25 by 1952. 

Finally, we consider the alternative of “ active deflation ” 
with a reduction in money wages of 20% accompanied by a 
considerable increase in efficiency, bringing p down to 1*44. This 
is only mentioned to show that it is almost inconceivable. 

Consider first the middle policy of “ financial severity.” The 
conditions of equilibrium will be : 
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Exchange 
rate, $. 

Imports, 

£m. 

Exports, 

£m. 

Invisibles, 

£m. 

To obtain zero balance of pay- 
ments .... 

3*43 

2,360 

1,610 

860 

To obtain capital outflow at re- 
quired rate 

314 

2,430 

1,760 

930 

Assuming terms of trade return 
to 1937 level : 

To obtain zero balanoe of pay- 
ments .... 

4-36 

1,960 

1,300 

660 

To obtain capital outflow at 
required rate . 

3*96 

2,020 

1,640 

740 


If the reader assumes that financial severity can be main- 
tained he will pick his position among these four alternatives 
according to his estimate of the need for capital outflow, and of 
the probable course of the terms of trade. If he takes a middle 
view on the terms of trade he will be content that the present rate 
of exchange will serve to secure a zero balance of payments by 
1952, but will depreciate it some 30 or 40 cents if he wishes to 
obtain a capital outflow. 

With the active deflation policy, the exchange is some 25% 
higher throughout and the sterling values of trade, of course, lower. 



Exchange 
rato, $. 

Imports, 

£m. 

Exports, 

£m. 

Invisibles, 

£m. 

To obtain zero balance of pay- 
ments .... 

4-30 

1,890 

1,210 

680 

To obtain capital outflow at re- 
quired rate 

3-94 

1,930 

1,400 

740 

Assuming terms of trade return 
to 1937 level : 

To obtain zero balance of pay- 
ments .... 

6'55 

1,550 

1,020 

530 

To obtain capital outflow at 
required rate . 

4-94 

1,620 

1,240 

690 


In other words, each 1 % on wages, if not matched by Ameri- 
can wages, represents 5 cents off the exchange rate. 

Finally, let us consider what is unfortunately the most probable 
contingency, namely, that of financial ease. 

The reader, with a little labour, may work out any alternative 
hypotheses from the above equations, but it does not seem likely 
that events will move outside the range of the alternatives in- 
dicated. 

To qualify for the “ financial severity ” condition there will 
certainly have to be an immense reduction in present rates of 
taxation, which took in 1947 41% of national income at factor 
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cost, as compared with 26% in 1938. Reasons were given in an 
article in Economic Journal, December 1946, for believing that 
when taxation exceeded 26% of the national income it became 
impossible to resist inflationary pressures, and subsequent ex- 
perience seems to have confirmed this generalisation all too fully. 



Exchange 
rate, 3. 

Imports, 

£m. 

Exports, 

£m. 

Invisibles, 

£m. 

To obtain zero balance of pay- 
ments .... 

2-75 

2,940 

1,880 

1,060 

To obtain capital outflow at re- 
quired rate 

; 2*51 

3,030 

2,200 

1,160 

Assuming terms of trade return 
to 1937 level : 

To obtain zero balance of pay- 
ments .... 

3-50 

2,450 

1,620 

! 830 

To obtain capital outflow at 
required rate . 

316 

2,530 

3,940 

920 


Not only is the incentive to real effort greatly weakened on the 
part of all classes ; not only does the wage earner demand higher 
wages because of the unaccustomed direct and indirect taxation 
which he now has to bear ; in addition the employer paying high 
marginal rates of tax becomes quite indecently willing to grant 
wage increases ; and money and resources leak away in bonuses, 
expense accounts, advertising and all manner of ways. 

The burden of the national debt since 1938 has only risen from 
6% to 6% of national income, and there has been no great expansion 
of social services. Subsidies have risen from 1 % to 5% of national 
income and appear to be continuously increasing. There has 
been, of course, a marked rise in defence expenditure, but the 
rest of the increase represents the enormously expanded cost of 
public administration. The number of Public Service employees 
rose 700,000 from 1939 to the end of 1947 and is apparently still 
increasing. And only a small proportion of this increase is 
accounted for by teachers, post office or trading services. 

To restore taxation to a bearable proportion of national in- 
come would apparently involve three drastic moves undertaken 
simultaneously : 

1. To extinguish most of the national debt by means of a 
capital levy. 

2. To abolish the subsidies. 

3. To dismiss half a million redundant public employees 
(with a few months’ salary as a bonus, scaled according to 
the difficulty they may experience in finding other work); 
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the whole mass of detailed controls would be abolished, and 
Government intervention in the economic system confined to 
a few strategic points. 

Even if these have been done and the rise in costs checked, an 
exchange somewhere between $3 and $3-50 will be necessary if the 
terms of trade continue to move in favour of agriculture as it is 
expected that they will : or the present exchange rate can be 
maintained on optimistic assumptions about the terms of trade. 
But if the reader cannot foresee a drastic reorganisation of the 
public finances accompanied by a stabilisation of money wages, 
then he had better prepare himself for an exchange rate which we 
may take, as a starting point, at $2-50. He may add 25 cents if 
he will be content with a zero balance and does not think a capital 
outflow is necessary to maintain full employment ; up to 70 cents 
according to his optimism about the terms of trade ; and raise the 
whole thing proportionately if American money wages go on 
rising, which does not seem too likely. 

It may be that America will oblige by organising a rise in 
money wages on the substantial scale necessary to preserve the 
present exchange rate. But it does not seem likely. The present 
indications are for a flattening out of price of farm products. 
The further movement of the terms of trade towards their equi- 
librium level will probably occur through a decline in the dollar 
price of manufactured goods, as American productivity per man- 
hour goes on steadily climbing, and with an increasing flow of 
manufactured goods coming on to the world market as Western 
Germany, France, Japan and India set out to achieve a balance 
of payments. 

But in any case, the mere stabilisation of food prices in 
America should at least mean that the rate of increase in money 
wages there will be greatly slowed down. 

Colin Clark 

Bureau of Industry, 

Brisbane. 



THE FUTURE OF BANKING IN AUSTRALIA 

It is the purpose of this article, first, to discuss the recent 
attempt to nationalise the private trading banks in Australia and, 
second, to examine the relevant economic arguments, which have 
so far been somewhat neglected. In particular, attention should 
be directed to the rather special economic effects, which may 
follow bank nationalisation when undertaken in a federal State 
subject to constitutional limitations upon the power to legislate. 
At the same time, it should not be too readily assumed that the 
present arrangements are ideal. Certain reforms, which it is 
believed would have the effect of further strengthening the 
Australian banking system as a whole, have therefore been 
suggested. 

I 

The present narrative begins in 1945, by which time the 
Commonwealth Bank appeared to have completed its evolution 
as Australia’s central bank. Under the Banking Act of that 
year, certain war-time innovations in the method of credit 
control were given statutory recognition, and the new position 
seemed to have all the characteristics of stability. However, 
this assumption was to be rather rudely disturbed, when the 
Melbourne City Council challenged the constitutional validity of 
Section 48 of the Act in the High Court. This section provided 
that “ Except with the consent in writing of the Treasurer, a 
bank shall not conduct any banking business for a State or for 
any authority of a State, including a local governing authority,” 
and, by a majority judgment handed down in August 1947, it was 
declared ultra vires the Federal Constitution. The effect of this 
decision was to prohibit the Federal Parliament from requiring 
municipalities to bank exclusively with the Commonwealth Bank. 
Under the Constitution, the Federal Government was empowered 
to legislate for “ Banking other than State banking ; also State 
banking extending beyond the limits of the State concerned, the 
incorporation of banks, and the issue of paper money.” The 
question was whether Section 48 fell within the terms of this power. 

The Commonwealth had contended that it was now a recognised 
function of a central bank to act as government banker. “ The 
extension of this recognised function ... to the aocounts of 
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States and authorities of States is within the general theory of 
central banking because Commonwealth and States may now be 
regarded as one government for monetary and public credit 
purposes.” 1 But the High Court held (McTieman, J., dissenting) 
that in this matter the Commonwealth had ignored the com- 
plexities of a Federal Constitution. In the words of Latham, 
C.J., “ The Commonwealth Parliament had no power to make 
laws with respect to State governmental functions as such, and 
the State Parliaments have no power to make laws with respect 
to Commonwealth governmental functions as such. It is upon 
this ground, in my opinion, that what is called c discriminatory * 
legislation may properly be held to be invalid. . . . Similarly, 
Federal legislation, which though referring to a subject of 
Federal power, is really legislation about what is clearly a State 
governmental function may be said to ‘ interfere unduly ’ with 
that function and therefore to be invalid.” 2 

It was the application of these principles which led the Chief 
Justice to the conclusion that Section 48 of the Banking Act 1945 
was invalid. “ The section requires the consent of the Treasurer 
to the conduct of banking business by a bank only in the case of 
States and State authorities, including local governing authorities. 
It singles out States and State agencies and creates a rule for them 
and for no others. ... It can fairly be described as being aimed 
at or directed against States — and it none the less falls within this 
disqualifying category because it is also aimed at and directed 
against what are called £ private banks/ On this ground, in my 
opinion, Section 48 is invalid.” 3 


II 

It was after this decision that Federal Cabinet decided 
unanimously to nationalise the private trading banks. This 
came as something of a surprise, not merely to the banks and the 
general public, but even to members of the Labour Party itself. 
There were some who suspected that the Prime Minister and 
Treasurer had acted out of sheer pique. There were others who 
saw in this development the consummation of the plans of the 
Party’s left wing, which had never wavered in its belief in 
nationalisation. But, whatever the truth of the matter, it must 
be remembered that nationalisation of the banks had been a 
plank in the Labour Party’s platform from 1921 onwards. More- 

1 (1947) 74 Commonwealth Law Reports (hereinafter referred to as C.L.R.) 31 
at p. 40. 

2 Ibid., at p. 61. 8 Ibid,, at p. 62. 
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over, in 1947, Labour had a handsome majority in the House of 
Representatives and an assured position in the Senate for some 
years to come, and the Government may well have felt that here 
at last was a good pretext and the Party’s opportunity to carry 
out its declared platform. 

In introducing his Banking Bill to the House of Representatives 
on October 15, 1947, the Prime Minister and Treasurer (Mr. J. B. 
Chifley) pointed out in his second reading speech “ the importance 
of money and credit in a modem economic system. Mis- 
management of money,” he added, “ has contributed to the 
greatest economic disasters of modem times — booms and slumps, 
mass unemployment, waste of resources, industrial unrest and 
social misery.” To counter this state of affairs, the Labour Party 
had maintained for many years that 

“ the entire monetary and banking system should be con- 
trolled by public authorities responsible through the Govern- 
ment and Parliament to the nation. On this principle, the 
Labour Party has held further that, since private banks are 
conducted primarily for profit and therefore follow policies 
which in important respects run counter to the public 
interest, their business should be transferred to public 
ownership.” 1 

Turning to constitutional issues, it was felt at the time it was 
drafted that the Banking ,Act 1945, including Section 48 of the 
Act, was a law with respect to banking and that Parliament had 
acted within the scope of the powers conferred by Section 51 (xiii) 
of the Constitution. Moreover, Section 48 was regarded by the 
Government as an important part of the legislation. But the 
High Court’s decision “ showed that full public control of banking 
as sought under the 1945 legislation could not be secured without 
public ownership of banking. The decision forced the Govern- 
ment to re-examine all the circumstances, constitutional and 
otherwise, surrounding the legislation of 1945. In particular, 
the Government has had to reconsider the constitutional basis of 
Sections 18-22 of the Banking Act, which required the private 
banks to make deposits in special accounts with the Common- 
wealth Bank and also the attitude of the private banks towards 
those sections.” 2 The case for nationalisation of the private 
trading banks was based almost entirely on the assumption that 
these vital Sections 18-22 were now open to challenge in the 
High Court. 

1 Commonwealth of Australia — Parliamentary Debatea, 18th Parliament, 
1st Session 1946-47 (3rd Period), p. 798. * Ibid., at p. 803. 
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In this connection, however, the Prime Minister’s argument 
seems to be based on evidence of trading-bank hostility rather 
than on the High Court judgment itself. It was stated, for 
example, that the private banks had 

“ always bitterly resented any attempt to place restrictions 
on their power to create or restrict credit. When the 1945 
Banking Bill was before the House they fought these pro- 
visions with all the means at their disposal. Towards the 
end of 1945, when the bill had become law, they were required 
to transfer their war-time special deposits to the special 
accounts established under the new legislation. . . . The 
private banks, obviously acting in concert and on legal 
advice, made it clear at that time that, while they were 
submitting to the legislation for the time being, they were 
reserving the right to challenge it at a suitable opportunity. 

“ This indication of the attitude of the banks assumed 
greater significance when the special account system was 
challenged in the statement of claim made by the Melbourne 
City Council in connexion with the Section 48 case — even 
though eventually the challenge to Sections 18-22 . . . was 
not pressed. It assumed still greater significance when the 
High Court decision on Section 48 made it clear that although 
the Commonwealth Parliament had by the Constitution been 
given power to legislate on banking, nevertheless a law which 
was clearly a law with respect to banking could be held 
invalid on other constitutional considerations.” 

The Government 

“ offered to the private banks the opportunity to co-operate 
within a national system of banking, subject to overall 
control by the Commonwealth Bank, as they had, in fact, 
done during the war period. That position was never 
accepted without reservation by the private banks and now 
that the legal foundations of the system have been challenged 
the Government has decided to proceed with its long- 
standing policy of full public ownership.” 1 

How much truth was there in the Prime Minister’s contention 
that “ the legal foundations of the system have been challenged ” ? 
In his High Court judgment, the Chief Justice had said that, 
although the Commonwealth Parliament had no power to legislate 
with respect to “ the maintenance of full employment in Australia ” 
and “ the economic prosperity and welfare of the people of 
Australia ” as subjects in themselves, Parliament 

“ may exercise the powers which it does possess for the 
purpose of assisting in carrying out a policy which may affect 

1 Commonwealth of Australia — Parliamentary Debates , 18th Parliament, 
1st Session 1946-47 (3rd Period), pp. 802-803. 
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matters which are not directly within its legislative powers. 
. . . There is no legal obstacle to the use of the Common- 
wealth Bank as a means of aiding Government policy with 
respect to employment and economic conditions.” 1 

Furthermore, as the Leader of the Federal Opposition (Mr. R. G. 
Menzies) pointed out in his second reading speech, the only effect 
of an attack on Sections 18—22 would have been that the Govern- 
ment would have had to redraft its legislation and enact it in a 
different form. 2 


Ill 

The purpose of the Banking Act 1947 was to empower the 
Commonwealth Bank to take over the banking business conducted 
in Australia by private banks. State banks and savings banks 
were not affected. Two main methods of acquisition were laid 
down in the Act. The first provided for a voluntary or com- 
pulsory acquisition of the Australian business and assets of the 
private banks, and the second for a compulsory acquisition of 
shares. Where the Commonwealth Bank purchased all or any 
of the shares in a private bank, the price paid was not to be less 
than the market value of those shares in Australia on August 16, 
1947. As a preliminary to acquisition, provision was made for 
the Treasurer, by due notice, to invite the private banks to make 
agreement with the Commonwealth Bank for the transfer of its 
business on a specified date not more than two months later than 
the date of notice, though the Treasurer might extend the 
currency of the notice. 

In order to induce private banks to enter into “ voluntary ” 
agreements with the Commonwealth Bank for the acquisition of 
their businesses, a private bank was to be entitled to receive an 
exemption from taxation on the amount paid to it in pursuance 
of the agreement, and the shareholders of the bank were to be 
exempt from taxation on any dividend or distribution which 
directly resulted from the payment received under the agreement. 
These concessions were not to apply in the case of a compulsory 
acquisition. 

For all property or shares of the banks compulsorily acquired, 
“ fair and reasonable compensation ” was to be paid. This was 
to be determined either by an agreement approved by the 
Treasurer or, failing agreement, the amount payable would be 

1 (1947) 74 C.L.R. 31 at p. 47. 

* See Commonwealth of Australia — Parliamentary Debates — 18th Parliament, 
1st Session 1946-47 (3rd Period), p. 1286. 
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determined by a Federal Court of Claims, a determination of 
which would be final and conclusive and not subject to appeal 
to the High Court. Compensation would be paid by the Common- 
wealth Bank from its own resources, and payments would be 
made either in cash or Government bonds as desired. 

Mr. Chifley had directed much of liis argument against the 
continued existence of private trading banks on the grounds that 
they represented a private monopoly. For this system, he pro- 
posed to substitute a government banking monopoly. He did 
not specifically deny that a system of privately owned trading 
banks, controlled by a strong central bank, might not have some 
advantages, but he felt that these were largely illusory. 1 
Formerly, the private banks had competed mainly on the basis 
of the services which they offered to the public. This doubtless 
resulted in a degree of “ excess capacity,” in that certain branches 
became redundant, but this could have been overcome — as it 
was during the war years — by a policy of “ rationalisation.” 
The important thing, however, was that a bank customer was 
offered a choice of banking facilities and, if he was dissatisfied 
with the service he received at one bank, he could usually transfer 
his account to another. 

In order to counter the eff ects of limitation of choice of banking 
facilities under nationalisation, the Prime Minister, in his second 
reading speech, promised that a “ system of appeal ” would be 
provided, so that a person who considers that he has not had 
reasonable treatment from a local manager will be able to refer 
his case to a regional authority for reconsideration. But there 
was nothing in the legislation to this effect and, in Mr. Menzies* 
phrase, presumably “ it will depend upon a completely un- 
enforceable administrative rule made by the Commonwealth 
Bank.” 2 

Before this legislation could be implemented, however, it was 
challenged in the Australian High Court by the private trading 
banks and the States of Victoria, South Australia and Western 
Australia. Judgment was handed down on August 11, 1948, 
when by a majority decision vital operative sections of the Act 
were declared ultra vires the Federal Constitution, and an 
injunction was granted restraining the authorities concerned from 
taking any further action under those sections of the Act which 
had been declared invalid by the Court. 

1 See Commonwealth of Australia — Parliamentary Debates — 18th Parliament, 
1st Session 1940-47 (3rd Period), pp. 808-809. 

• Ibid., p. 1281. 



214 


THE ECONOMIC JOURNAL 


[JUNE 


' It is not proposed to discuss here the details of this judgment, 1 
though the extent to which it turned on Section 92 of the Con- 
stitution (which provides, inter alia, that “ trade, commerce and 
intercourse among the States . . • shall be absolutely free ”) is 
important. By applying Section 92, the four judges concerned 
all held, in effect, that banking was a part of “ trade,” and inter- 
ference with it would therefore contravene the provisions of the 
Constitution. To quote the joint judgment of Rich and Williams, 
JJ., “ ... an Act which operates directly to prevent an individual 
ever engaging in interstate trade must be void whether he is at 
the moment engaged in such trade or not,” 2 while Mr. Justice 
Dixon held that “ a large part of the business of banking, if 
transacted across State lines, involves trade, commerce and 
intercourse among the States.” 3 Mr. Justice Starke expressed 
similar views. 4 

It may be possible to overcome the High Court’s objection 
that the Act failed to meet the requirement of “ the acquisition 
of property on just terms,” as set out in Section 51 (xxxi) of the 
Constitution, but Section 92 would still remain as a stumbling- 
block. No doubt, it was for this reason that the Australian 
Government decided to appeal to the Privy Council. 

IV 

The proposals to nationalise the private trading banks in 
Australia may be attacked on political, legal and economic 
grounds. With political questions, this paper is not concerned 
and the constitutional arguments have been discussed in detail 
elsewhere. But the economic arguments against bank nationalisa- 
tion in Australia have very largely been ignored. An attempt will 
be made to formulate these in what follows. 

First, it may be claimed that nationalisation of the private 
trading banks will have the effect of destroying what could have 
been an efficient system of central banking suited to Australian 
conditions. 

As a direct result of Commonwealth Government action, 
several of the States announced their intention of extending their 
banking activities into the trading field. In three States — 
Victoria, South Australia and Western Australia — non-Labour 
Governments are now in office and they have little sympathy 

1 A competent summary is available in The Banker , September 1948, pp. 149- 
151. 

8 See The Argus Law Reports , 1948, Vol. 2, p. 195. 

3 Ibid ., p. 249. 4 Ibid pp. 201 ff. 
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with the Commonwealth Government’s plans to nationalise the 
private banks. Even in New South Wales, where a Labour 
Government is in power, legislation has been passed to authorise 
the Rural Bank in that State to conduct a general banking 
business and to give it the same status as a trading bank. The 
Rural Bank commenced full operations as a trading bank in 
December 1947, and, immediately, there were numerous applica- 
tions for industrial and commercial accommodation. 1 

In Western Australia, also, the Premier said that, if the 
nationalisation plan came into effect, his Government would 
extend the activities of the Western Australian Rural and 
Industrial Bank, which, under amending legislation, would now 
enjoy the same scope as a trading bank. 2 

Victoria likewise was planning a new State trading bank. 
For the purpose of giving depositors “ a choice of banking 
facilities,” the State Attorney-General announced that the 
Government would definitely create a trading bank to compete with 
the Commonwealth Bank, if the High Court challenges against 
the bank nationalisation legislation failed. This attitude was by 
no means unexpected, because the new Liberal-Country Party 
Coalition Government had only recently won an election on the 
banking issue and had pledged itself to set up a State trading 
bank, if the Commonwealth took over all the private banks. 3 

No overt statement of intention to expand the trading activities 
of the existing State Bank of South Australia seems to have been 
made by the Premier of that State, but there could be little doubt 
that South Australia would follow the example of New South 
Wales, Victoria and Western Australia, in the event of the bank 
nationalisation legislation becoming effective. 

However, the general result of Commonwealth action and State 
reaction would have been to destroy — rather than to strengthen — 
central banking control in Australia. After nationalisation, the 
Commonwealth would still not be able to compel State Govern- 
ments to bank with the Commonwealth Bank, 4 nor could it 
prevent them from establishing State trading banks in com- 
petition with the Commonwealth Bank. Indeed, by virtually 
forcing the State Governments to act in self-defence and to set 
up their own trading institutions, the Commonwealth would have 
succeeded in replacing an efficient system of private banking under 

1 See Sydney Morning Herald , 23.12.47. 

* Ibid., 26.11.47 * Ibid 13.12.47 

4 It will be recalled that this was one of the objects of Section 48 of the 

Banking Act 1946 declared invalid by the High Court. 
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strict central bank control by two rival systems of government 
banking in active competition with each other and not necessarily 
in agreement on matters of credit policy, which affect the nation 
as a whole. The folly of the Commonwealth Government’s 
nationalisation policy is revealed at once. 

Second, it can be argued that little was to be achieved by 
nationalisation of the private trading banks that could not have 
been achieved either under the 1945 legislation as it stood, or as 
it could be amended. 

In this connection, it is necessary to consider the scope of the 
Commonwealth Bank’s power to control credit conditions under 
the 1945 legislation. In virtue of its power to require the deposit 
in special accounts with itself of all^the “ surplus investible funds ” 
of the trading banks, the central bank was able to exercise full 
control over the quantity of credit which might be made available 
to the community. Except that it could not fprce tradipg-bank 
cash holdings below their 1939 levels, the Commonwealth Bank 
had complete freedom to vary their cash base and could treat 
any additional funds as a “ surplus ” to be frozen in the way 
indicated. On the other hand, in the event of financial stringency, 
the Commonwealth Bank could release funds to the trading banks 1 
and thus encourage increased lending to the public and, if the 
trading banks were not disposed to „expaM their loans, the 
Commonwealth Bank itself could provide the public with finance 
through its general banking department. By means of this 
control, together with its control over trading-bank holdings of 
Goverifltamt and industrial securities, the Commonwealth Bank 
could^B^ffectively control the level of trading-bank profits and 
anyjwffiaining “ surplus ” profits could be accounted for by 
inarafeied company taxation. 

Supplementing this power of quantitative control, the 
Commonwealth Bank was specifically empowered by the 1945 
legislation to lay down rules indicating the directions in which 
bank credit should be made available. The only limitation on 
this poorer was that the directions were to relate to “ classes of 
persons ” and not to individuals. It will be apparent that by 
controlling the direction of lending, the central bank also had an 
effective check on the total amount lent, and both the quantitative 
and qualitative controls could be operated together to preclude 
either an excess or a deficiency of credit in particular sectors of 

1 Indeed, it has already done so. Thus, during the early months of the 
financial year 1947-48, “substantial withdrawals were allowed from the banks’ 
Special Accounts to meet the liquidity requirements of the banks,” (Common- 
wealth Bank Annual Report, 8.9.48.) 
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the economy. The quantitative control may have been more 
important in an overall sense, but the power to determine the 
direction of lending was equally essential, if sectional inflations 
were not to lead to relative overinvestment in particular 
industries. * 

Finally, there was the Commonwealth Bank’s control over the 
terms of lending (interest rates), by means of which the central 
bank could influence the costs of different types of bank lending. 
Although the efficacy of changes in the interest-rate structure as 
an instrument of policy has not always been accepted without 
qualification, a low interest rate certainly operates to encourage 
economic activity, and that is all the Australian Government has 
been concerned to ensure. 

Furthermore, the Treasurer now had the last word in deciding 
monetary policy, and the Government thus had full power under 
the 1945 legislation to determine the amount and the direction of 
credit flows emanating from the private trading banks and, in 
that way, could influence resource flows also. Nor had the loss 
of Section 48 of the Banking Act 1945 materially affected the 
position. Surely, no more could have been expected of a 
nationalised banking system. 

If there was any weakness in the 1945 arrangements, it was 
the direction given by the Government, requiring the central 
bank to compete actively with the trading banks for general 
banking business. This has never been regarded as a central 
banking function an<i, if the Government wished to operate a 
trading bank, it could have set up a separate institution, to which 
the same rules should have been applied by the central* bank as 
were applied to the private banks. Instead of that, a situation 
developed, in which Commonwealth Bank competition for general 
banking business only added to the virulence of inflationary forces 
already operating and, by the middle of 1947, there was evidence 
of a boom in secondary industry which was approaching dangerous t 
proportions. For this, the Commonwealth Government itself was 
largely responsible, since the Treasurer overruled the Common- 
wealth Bank, and it was only when the boom had begun to get 
out of hand that he permitted the central bank to impose new 
restrictions on the post-war expansion of credit. In other words, 
if central banking control under the terms of the Banking Act 
1945 had failed, 1 the Government was to blame and not the 

1 For statements to this effect, see W. C. Taylor, “Labour’s Plan: A 
Financial System for Tomorrow,” Sydney Morning Herald , 30.8.47. Mr. Taylor 
wrote both as a member of the Labour Party and as a Labour appointee to the 
old Commonwealth Bank Board abolished in 1945. 

No. 234 — vol. lix. 
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trading banks. One is entitled to ask, therefore, whether bank 
nationalisation was likely to prevent such excesses in the future. 

On these grounds, then, it is reasonable to claim that Govern- 
ment financial policy was confused. On the one hand, it was 
proposed to control the trading banks so that they could not 
feed the inflation. On the other, the Commonwealth Bank was 
encouraged to seek new business and thereby add to the inflation- 
ary forces, which the Government had professed its intention to 
curb. 

In point of fact, neither the 1945 arrangements nor nationalisa- 
tion was the optimum solution, since under both there was grave 
danger of an over-issue of credit. The weakness of the 1945 
legislation was its requirement that the Commonwealth 
Bank must compete with the trading banks. Likewise, under 
nationalisation, there was the danger that pressure would be 
applied by Labour Governments to induce the Commonwealth 
Bank to maintain an expansionary monetary policy. It would 
therefore seem that a more appropriate solution would have been 
to transform the Commonwealth Bank into a central bank 
proper with all its existing powers of control and to conduct in a 
separate institution (and under the same conditions as applied to 
the private banks) all the trading functions of the Bank. In 
these circumstances, one could expect that the trading banks 
would gain in their confidence in the Commonwealth Bank and 
would co-operate fully in the implementation of its policy. 

There is also much to be said for returning the management 
of the Bank to a newly constituted Board with freedom of public 
statement, such a Board to combine the technical capacity of the 
present Advisory Council with some representation of the country’s 
major economic interests. 

It was along these lines that the Government might have 
planned to improve the Australian banking system rather than 
by attempting nationalisation. 

J. S. G. Wilson 

London School of Economics. 
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The Measurement of Production Movements. By C. F. Carter, 
W. B. Redd a way and Richard Stone. (Cambridge 
University Press, 1948, Pp. vii + 135. 12s. 6 d.) 

This is the first in a series of monographs to be issued by the 
Department of Applied Economics at Cambridge. The series has 
made a very auspicious beginning. This monograph gives a 
complete description of the index number of industrial production 
which is prepared monthly by the Department of Applied Econ- 
omics and published in the quarterly Bulletins of the London and 
Cambridge Economic Service. It would be good if all index 
numbers were described as completely, or indeed, constructed as 
carefully within the limits of available data. The book, however, 
is far more than this. It gives an admirable analysis of the prin- 
ciples involved in index-number construction and a disarmingly 
candid account of the difficulties met in the application of these 
principles in the construction of one particular index. In short, 
it is a text-book on index numbers and their construction which 
should be read by all interested in this important subject. Noth- 
ing as good has appeared since Wesley Mitchell’s classic, The 
Making and Using of Index Numbers (U.S. Bureau of Labor 
Statistics, 1921). The two are, indeed, supplementary to a great 
extent, since Wesley Mitchell was primarily concerned with 
price index-numbers, and the present authors with an index of 
volume. 

More than half the book is taken up with the principles of 
index-number construction and their particular application. Too 
much attention has been paid in the past, following Irving Fisher, 
to the question of the best formula for an index. It is refreshing 
to see major emphasis laid here upon the data available in relation 
to the objects of an index. The object may be satisfied first, and 
the data selected to conform ; or, from an examination of existing 
data the uses of an index derived from them may be determined. 
In neither case must we assume that appropriate data will appear 
by a wave of the wand. 

The object of an index of production may be either the volume 
of final goods completed by domestic industry, or the amount of 
work done within industry (Ch. 3). An index of the first type 
takes no account, and of the second type complete account, of 
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work in progress throughout the production process. Neither 
object can be attained with existing data. The index actually 
constructed is a compromise, using output at a limited number of 
production stages, i.e., taking account of some but not of all work 
in progress. In a period like 1946-48, when additions to work in 
progress declined, the actual index is too low as an approximation 
to completions and too high as an approximation to work done. 

The question of the choice of base year is well handled (Ch. 8). 
The distinction is clearly drawn between what I term a change and 
a switch of base. If the base of an index is changed from 1938 to 
1948, for example, then relatives are written on 1948 instead of on 
1938 and the weights are changed from values in 1938 to values in 
1948. The whole index is changed and needs to be recalculated. 
On the other hand, a switch of base is merely a rewriting of the 
series (by straight division through). The weighting is still that 
of 1938, and all that happens is that 1948 instead of 1938 is the 
year written as 100. 

Among other topics fully and lucidly treated, the question of 
selection of indicators (here of output) is considered at length. 
The practical matter is whether to accept a second-rate indicator 
in the absence of a direct one or to drop the item altogether (Chs. 
4 and 5). In the latter case, there is the further question of what 
to do with the item’s weight (Ch. 7). Then there is the question, 
particularly important in an index of production, of how far to 
correct for seasonal movements due to the length of the month 
and the incidence of holidays. The index actually constructed 
measures the weekly rate of production, allowing for the length 
of the month, but not for holidays. The alternative index per 
working day is also shown and further elaborated in the Bulletin 
of the London and Cambridge Economic Service, November 1948. 

The main discussion applies to relatively short-run comparisons 
and it is recommended that a change of base should be made every 
few years. Some of the problems of longer-run comparison are 
examined with reference to 1935-46 (Ch. 9). I would have liked 
a little more on this topic, particularly on the questions concerned 
with shifts in the “ preferences ” of purchasers which may make 
any comparison meaningless (see pp. 71-72). 

The second part of the book sets out the details of the London 
and Cambridge Economic Service index. A very useful appendix 
shows the coverage of the index in relation to the Standard In- 
dustrial Classification recently issued by the Central Statistical 
Office for use in official statistics. There is also a brief survey of 
the historical statistics of industrial production in the U.K. I 
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should have welcomed something on the experience in the U.S., 
an account of production statistics in that country and of the 
Federal Reserve Board’s index of production. The footnote (p. 37) 
which states that the latter index is “ largely based on adjusted 
series of man-hours worked ” is merely tantalising. This is 
particularly so in view of the fact that, to my knowledge, attempts 
have been made to derive estimates of changes in productivity 
by relating this index to employment. It is, however, ungrateful 
to ask for additions to a book which, though small by number of 
pages, has clearly involved a great deal of labour. 

R. G. D. Allen 

London School of Economics. 

The. Location of Economic Activity. By E. M. Hoover. (New 
York : McGraw Hill, 1948. Pp. xv + 310. 22s. 6 d.) 

Dr. Hoover has long specialised on problems of Industrial 
Location. His Location Theory and the Shoe and Leather In- 
dustries published in 1937 was a pioneer work in applied economics, 
and he contributed in 1943 to the U.S. National Resources 
Planning Board’s Industrial Location and National Resources. A 
text-book on Location by Hoover is greatly to be welcomed ; and 
though the book ranges over a wide field of activity — shopkeeping, 
dry-goods wholesaling, dairying, warehousing, banking, as well as 
industry — it certainly does not outstay its welcome. It is easy 
to read and full of interest, with a judicious admixture of maps, 
plans and diagrams and few statistical tables. 

Location is not treated just as a given situation, a set of 
“ preferences and patterns.” Though that is the title of part 
one, the longest part, other parts deal with change and adjustment, 
with the effect of political boundaries, and with objectives and 
public policy. The approach is mainly deductive and, as now 
orthodox, contrasts the pull on the producer’s preference of low 
transport (or “ transfer ”) cost of materials or products to or 
from processing, with the pull of the economies of large-scale pro- 
cessing in one or a few centres. For the United States, Hoover 
can show maps (pp. 33 and 34) exhibiting striking material 
“ orientation ” to avoid transport cost in “ procuring ” raw 
materials like the location in the South of the turpentine and rosin, 
and the ootton-seed products industry, as well as strikingly 
scattered market orientation, such as that of bread baking and 
ioe manufacture (pp. 37 and 38) to avoid transport to the con- 
sumer. On the whole, however, Hoover is inclined to stress the 
importance of large-soale centres, as such, over against “ orienta- 
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tion ” near materiak or markets for the product. This is certainly 
the correct perspective for a small country like Great Britain with 
narrow climatic range where localisations of industry may thrive 
in concentrated “ conurbations ” such as Birmingham and the 
Black Country without any natural advantage in materials. The 
exposition of the problems common to industrial concentrations 
anywhere is particularly well integrated into the general theory 
in chapters on land use competition, location and the labour 
market, and the economic structure of communities. The author, 
while he was at Michigan, clearly made fruitful contact with his 
sociological colleagues interested in urbanism ; and he has incor- 
porated the concept of linkages, of various forms, between 
industries concentrated in the same area, which was (as he 
acknowledges) perhaps first put forward in the P.E.P. report on 
the Location of Industry in Great Britain and which has since been 
developed in the West Midland Group's Conurbation . 

Dr. Hoover is particularly successful in subordinating hitherto 
isolated factors under general principles. He does not attempt to 
build up conclusions from a comprehensive survey of facts and of 
changes in fact, though such a survey has perhaps become a possi- 
bility in the United States with its historical series of censuses 
distinguishing the distribution in forty-eight standard areas (the 
States) of three hundred and twenty manufacturing industries 
and a hundred and fifty retail trades, not to mention the distri- 
bution of wholesaling, banking and several other economic 
activities. An exception to his deductive approach, is Dr. 
Hoover’s attempt (pp. 82-89) to use official statistics of the 
comparative importance of branch-plant firms in different in- 
dustries, to prove the limitation on size of firms imposed by the 
management factor. His argument is that industries where firms 
with only one plant predominate are industries where manage- 
ment difficulties limit the size of firms. But, surely, the factors 
here concerned are not properly isolated. A firm will have many 
plants in order to tap a scattered material supply which is rela- 
tively costly in transport, not necessarily because management is 
easy. The extreme cases in the census, cited by Hoover, such as 
beet sugar and coke-oven and petroleum products, all come under 
this head. On the other hand, the extreme cases where firms 
have predominantly one plant are industries dealing in light 
products, mainly clothing, where transport cost is negligible and 
there is no point in a firm scattering factories, whether easy to 
manage or not. The original factory may just as well be extended. 

With America in the mood of private enterprise, or possibly 
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just on the turn away from it, it is particularly interesting to 
reach the five last chapters devoted to objectives and public 
policy. Just as in Britain, technical changes have created 
“ problem ” areas in America (well illustrated by maps in Chapter 
11) such as the old cotton belt and the deforested “Cutover” 
region west and south of Lake Superior. Public policies to solve 
the problems of a problem area must, as Hoover argues pro and 
con, either move workers out of the area or jobs into it. If jobs 
are moved in, they must be carefully selected, and Hoover aptly 
quotes recommendations in the survey of Worcester (Eng. not 
Mass.) embodied in County Town, as an example of “ selective 
promotion programmes,” the principles of which are applicable 
elsewhere. 

This book forms such an admirable manual book for students 
prepared to look up sources, that it is unfortunate that the index 
is not more consistent. Several authors referred to in the text are 
omitted altogether, including G. E. McLaughlin, pp. 159 (two foot- 
notes), 161 and 163 (five footnotes), and Professor A. J. Brown 
(p. 187). Other authors have some references to them indexed, 
some not. 

P. Sargant Florence 

University of Birmingham. 


The Economics of Disturbance. By David McCord Wright. 

(New York and London : Macmillan Company, 1947. Pp. 

viii + 115. 12s. 6 d.) 

This is a disturbing book, dedicated to the planners of the 
future by one who believes in a moderate degree of price and 
output stabilisation as a desideratum but who goes to some length 
to show the array of frictions which simple economic adjustments 
entail and the distortions, secular and cyclical, which are bound 
up with changing saving and consumption habits and varying 
investment opportunities. To show the complex adjustments 
inseparable from economic growth is one aim of the book, and 
here the author draws upon the existing body of economic theory 
and attempts a “ coherent synthesis ” of the possible sources of 
disturbance. The second purpose (addressed to the planners) is to 
demonstrate that such disturbances raise their ugly head in 
capitalist and socialist economies alike and cannot be easily 
eliminated from either system by planning which takes freedom 
of consumer’s choice as a basic tenet. The essence of this sub- 
sidiary thesis can be given in one quotation : “ No amount of 
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comprehensive ex ante planning, which also wished to give the 
consumer what he wanted when he wanted it, could suooeed in 
smoothing out the aggregate demand for investment. Inevitably 
the policy which it would be led to adopt (assuming that a really 
bona fide effort is made to meet the oonsumer) is the despised 
capitalist policy of compensatory public works, etc. In other 
words the inevitable discontinuities of rapid capitalist growth 
would remain inevitable in rapid socialist growth, but during the 
intervals between bursts, the planners could organise various 
social desires for durable goods to fill in the gap. Compensatory 
policy then is not a mere crutch for a decadent capitalism.” 

There is some truth in this, but it is less than the full story. 
Professor Wright puts up a planner d outrance who aims at com- 
plete stability and security, and then takes great pains to give him 
a knockout blow. His brand of planning “ attempts merely to 
fill in and prevent severe depressions.” This is clearly too vague 
and not very illuminating for policy makers of the post-war 
period, whether they are labouring in O.E.E.C. or in the planning 
bodies of Great Britain. 

The analysis of the process of expansion and adjustment 
begins with a simplified model of a stationary society and is fol- 
lowed, after a digression into the effects of discontinuous and 
continuous rates of savings and into monetary adjustments to 
growth, by a less rigorous analysis of simple expansion (widening) 
shading over into an investigation of disturbances associated with 
deepening innovations and changes in tastes. The book then 
returns to the problems of savings and investment and cyclical 
fluctuations. 

Mere widening is shown to lead to more or less serious frictions. 
“ In an expanding society prices marked up, looking forward, 
even though set by the best accounting practice, are not necessarily 
matched by the disbursement of equal current disposable income.” 
This can only be avoided if there is a more or less constant expan- 
sion of bank credit to consumers as well as to producers. Such 
expansion, even without technical changes, will entail a constant 
shift of production methods and hence in factor combinations 
and unforeseeable changes in demand. If the various rates of 
expansion and contraction of different industries do not offset 
one another, a net decline of employment and income will ensue. 
This might be aggravated by changing investment opportunities, 
for there is no spontaneous mechanism which would adjust saving 
habits to the moving limits of investment opportunities. In order 
to achieve greater stabilisation, planners would have to induce 
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rapid fluctuations in saving habits or must seek to smooth out the 
investment demand. 

Frictions and cyclical swings, sudden jumps and gradual 
adjustments are given similar weight in this synthesis of the 
sources of disturbances. The self-righting forces of the system, 
though perhaps working imperfectly and slowly, even when 
changes are gradual and small, are under-emphasised, and in- 
adequate allowance is made for tolerances inherent in any system. 
One wonders, and so does the author intermittently, that the 
rapid widening and deepening of the international economy in the 
nineteenth century worked so smoothly when the myriad of 
potential disturbances should have decreed chaos. 

The question why the system worked reasonably well in the 
nineteenth century and creaked badly in the twentieth is not 
squarely faced. The difficult adjustments which, for instance, 
the British economy had to make under the impact of World 
Wars I and IT, the disturbances which resulted from short-term 
lending and inter- war trade policies, and the inflationary troubles 
of post-war Europe are by-passed. The demand for a positive 
and regulating economic policy stems from such major disturb- 
ances which therefore would have deserved closer study, just 
because they do not fit easily into the general and simplified 
models of the book. A more empirical theory of the long-run 
changes in industrial development is needed. Professor Wright 
is aware of this need and hopes that others will continue where he 
left off. 

F. A. Burchardt 


Institute of Statistics , 
Oxford. 


Interest and Usury . By Bernard W. Dempsey. (London : 

Dennis Dobson, 1948. Pp. x + 233. 12s, 6c£.) 

“ This study attempts to compare two distinct schools of 
economic doctrine,” although “ medieval and modem writers on 
interest apparently have little in common except the subject to 
which they address themselves.” The medieval writer scanned 
the facts to see what, given such and such conditions, was right 
and just. The modern writer looks at the facts to see what will 
be “ sound policy.” 

The first half of the book expounds the theories of a selection 
of modem economists on interest, Wicksell, Mises, Hayek, 
Schumpeter, Keynes. There follow three chapters on the work 
of three writers, Molina, Lessius and Lugo, who discussed the 
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question of usury in the sixteenth and seventeenth centuries, a 
period “ which faced the beginnings of modem problems with 
traditional analytical devices.” Two final chapters examine the 
applicability of the Scholastic doctrines to modem problems. 

The most valuable part of the book is the clear and concise 
exposition of the late scholastic doctrines. The account of modem 
doctrines is not so satisfactory. The authorities chosen, eminent 
though they are, have their weaknesses. They fail to distinguish 
sufficiently between the long-term and short-term rates of interest 
and between instrumental and working capital. Wicksell, 
indeed, concentrated on working capital and the short-term rate 
of interest, but he never took account of the possibility of varying 
the amount of working capital held without affecting the opera- 
tions of the business as a whole. He devoted his ingenuity to 
explaining how a loss or gain of a small fraction of one per cent 
on the output of a concern could start a substantial movement. 
Father Dempsey accepts Wicksell’s special pleading and is content 
to elaborate his illustrative cases, without raising this important 
question (pp. 17-23). 

Among his representatives of modern theory he has omitted 
Marshall, and it is unfortunate that those chosen are one and all 
open to the criticism that they depart from Marshall’s explanation 
of interest as the marginal yield of instruments of production, and 
identify it with the marginal yield of enterprises. But of course 
when he comes to make comparison with the Scholastics, such 
distinctions can be neglected. 

The Scholastics of the sixteenth century were confronted with 
the fact that a market in the rate of interest had grown up. The 
merchants dealing at Antwerp had brought a money market into 
being. The medieval Church had come to the conclusion that the 
“ just price ” of a commodity was simply the market price, pro- 
vided there were genuinely free dealing. If the moral problems 
of buying and selling could be settled by a free market, could not 
those of borrowing and lending ? 

To justify the lending merchant in exacting interest, the 
doctrine of lucrum cessans was adduced. The lender was fore- 
going the profit he might have made by using the money. More- 
over, “ even if, through the privation of money for a year, there 
is no gain of mine that stops, and no risk of capital, because such 
a price for just causes has been put upon this privation, I may 
demand it just as the rest do ” (quoted from Lessius, p. 160). 
Even without the supposition of a market rate of interest, a more 
sweeping doctrine was being put forward : that “ a charge may 
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be made for the obligation of not demanding the return of the 
money for a given period ” (p. 165). 

Here is a view corresponding closely with Keynes’s that “ the 
rate of interest is the reward for parting with liquidity for a 
specified period ” (quoted on p. 94), but it did not commend itself 
to Father Dempsey’s selected Scholastics. They insisted that 
interest could not be rightly charged unless the lender suffered 
lucrum cessans or damnum emergens , and the need or gain of the 
borrower ought not to be taken into account. That principle, 
which is the negation of the market, Father Dempsey applies to 
the bank which lends by creating credit out of nothing. 

A naive conclusion. He cannot but be aware that banks 
render a costly service to their customers, and that they pay 
interest on a part (sometimes on the whole) of their deposits. To 
forego interest when lending to a needy borrower is an act of 
kindness. To determine the rate charged to a profit-making 
borrower by the circumstances of the lender would introduce 
chaos into business. 

The issue is one of casuistry, the interpretation of a moral 
rule. “Murder” is forbidden, but murder is a legal concept; 
there may be innocent or justifiable homicides. Similarly if 
44 usury ” is forbidden, we want to know what usury is. Accord- 
ing to Lugo, 44 the position was almost universal — the common 
opinion of theologians and canonists — that usury was forbidden 
by the natural law and by this alone ” (p. 165). The only possible 
test of a 44 natural ” moral law, as distinguished from what claims 
to be revealed, is whether it conduces on the whole to the benefit 
of human society. 

R. G. Hawtrey 

Chatham House , 

London . 

Beperkte Concurrents By J. Tinbergen. (Capita Selecta der 
Economie I, edited by S. Posthuma). (Leiden : Stenfert 
Kroese, 1946. 9". Pp. 152. F. 6.50.) 

Professor Tinbergen’s slim monograph on Imperfect Com- 
petition is to be judged as an intermediate text-book rather than 
as an original contribution. Nevertheless, a certain amount of 
new ground is broken in an interesting final chapter, where 
elementary econometric tools are applied to test the practical 
significance of the preceding theoretical analysis. 

In the theoretical sections the emphasis is largely on the 
methods made familiar by von Stackleberg in Marktform und 
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Oleichgewicht. Monopoly, duopoly, oligopoly, bilateral monopoly 
and competition are elegantly handled — both in the text and in an 
extensive mathematical appendix, where the average economist’s 
“ little potted calculus ” is put to some very neat uses. Separate 
chapters are devoted to the problems of related markets and to 
the stability conditions in a single market. The latter should 
provide the new-comer to the subject with a useful background 
to modem micro-dynamics. 

In a book of a hundred and fifty pages gaps are inevitable. 
In this instance the two gravest relate to advertising and selling 
costs (which are barely mentioned) and the complete neglect of 
uncertainty. The latter omission is particularly unfortunate. 
For example, it is very often only when regard is paid to the 
uncertainty inherent in any actual market situation that the 
observed stability of some non-competitive prices can be recon- 
ciled at all comfortably with changing costs and shifting demands. 
Dr. Tinbergen is forced to have recourse to such explanations as 
the “ administrative disadvantages ” (p. 71) of frequent price 
adjustments. This is all very well. But surely there is a little 
more to it ? To what extent does oligopoly inevitably stimulate 
non-price competition — small changes in quality, in advertising 
campaigns, in conditions of sale ? To what extent are rigid 
prices an essential part of an oligopolist’s optimum overall 
strategy — a strategy designed especially to cope with the changes 
and chances of this, fleeting world ? These are important 
questions, and the student should be encouraged to ponder them, 
but Dr. Tinbergen does not give him the lead he is entitled to 
expect. 

In the final chapter on the practical significance of the theories 
of imperfect competition a good deal of statistical material 
(relating primarily, but not exclusively, to Holland) is examined. 
For instance, the average ratio of dividends to nominal capital in 
monopolistic industries is shown to be nearly twice as high as in 
competitive ones (p. 121). The criteria used in the classification 
of industries into these two categories are, however, unfortunately 
not revealed. Again, the results of an extremely interesting 
econometric study of the market for wire nails are given (pp. 
107—11). Use is made of the concept of “ quota-elasticity of 
substitution.” Numerous rather low values (».e., numerically 
less than 3) of this coefficient are obtained. The conclusion is 
reached that the competition between supplies drawn to the 
Dutch market from Belgian, German, French and Dutch factories 
is far from homogeneous — for homogeneity implies that the 
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“ quota-elasticity of substitution ” be infinitely great. The 
average reader is, however, almost certain to be a little puzzled 
by the analysis. He will wonder just how the “ quota-elasticity ” 
differs from the “ usual elasticity ” of substitution. The explan- 
ation given on p. 100 is rather terse ; but fortunately Dr. Tinbergen 
has subsequently published a fuller treatment (“ Some Measure- 
ments of Elasticities of Substitution,” Review of Economic 
Statistics August 1946, p. 110), and to this the serious student 
should be guided. On the question of whether or not a plausible 
case has been made (pp. 103-4) for omitting income from the 
independent variables in an investigation of this nature, he should 
likewise be guided to Dr. Chang’s recent contribution (Tse Chun 
Chang, “ A Statistical Note on World Demand for Exports,” 
Review of Economics and Statistics, May 1948, p. 110, footnote 10). 

If the foregoing comments have appeared critical, they should 
not be taken to imply that Beperkte Concurrents is likely to prove 
an unsatisfactory text-book. Indeed, few will read it altogether 
without profit, for it abounds in shrewd, if scattered, comments 
on the existing state of theory. Dr. Tinbergen has made yet 
another contribution of the quality we have come to associate 
with him, 

J. de V. Graaff 

St. John's College, 

Cambridge. 

Enterprise First. By W. Wallace. (London : Longmans, 
Green, 1946. Pp. 112. 8s. 6 d.) 

Mr. Wallace writes with the unusual combination of qualifi- 
cations of one who has been an economist, a director of Rowntree 
and a senior official of the Ministry of Food. Thus he can approach 
the problems of the relations of government to industry without 
prejudice and without the preconceptions, bom of ignorance of 
the habits of thought and work of the various parties, which 
colour so much of what is published on this question. 

He begins by stating the objectives as he sees them : that 
industry should be owned, organised and operated so as to serve 
the widest interests of the community ; that to this end it should 
be conducted at the highest possible level of efficiency; that it 
should offer conditions to all grades of workers as favourable as 
they might enjoy under any other system ; that it should offer 
consumers adequate freedom of choice of goods at reasonable 
prices ; that it should do this without subsidy and while paying an 
adequate return on capital and an adequate reward for enterprise 
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and risk-bearing ; that it should offer full opportunity to ability 
and reasonable personal security and freedom of choice of 
occupation. 

Mr. Wallace goes on to consider how far nationalisation, on the 
one hand, and complete laisser faire, on the other, will secure 
these objectives. He rejects both these solutions : the first, 
because industrial enterprise must, in his view, involve rapid 
decision and devolution of responsibility, accompanied by trust 
of those who can produce results and elimination of those who 
cannot; the second, because, in practice, if not in the theories 
of academic writers, uncontrolled industrial laisser faire is apt to 
degenerate into price understandings, suppression of patents 
and private monopolies. He advocates therefore a middle 
way. 

In the field of economics, the normal aim should be to seek the 
means best calculated to secure efficiency and enterprise. Where 
this involves nationalisation let us not hesitate to adopt it. But 
outside the rather narrow limits within which it is demonstrably 
best, the main task of the State must be to ensure that private 
enterprise does not conflict with public interest. It should be the 
task of the State to safeguard the interests both of producers and 
consumers. For producers it should lay down minimum 
conditions, and to see to the well-being of all classes, not excluding 
“ that very limited number in any community who possess 
creative ability, imagination, vision, courage and drive : in brief, 
those who, in fact, under any organisation of society determine 
the level of efficiency and the rate of progress.” Consumers must 
be protected against exploitation by laying down minimum 
standards for products, but not by attempting absolute standard- 
isation where progress will be inhibited by it. They must be 
protected against monopoly by strengthening of the legislation 
against it and effective supervision. But the State should not be 
merely negative in its attitude to private industry; it should 
actively encourage enterprise and it should provide the economic 
background of policy, in regard to full employment, the balance 
of payments and similar issues, against which private industry 
should work. 

To enable the State to perform its functions, Mr. Wallace 
advocates a Ministry of Industry to advise industries on general 
policy and to watch restrictive practices. For this work, and for 
work in the nationalised industries, he would like to see the Civil 
Servants with the traditional accomplishments and qualities of 
impartiality and general administrative experience supplemented 
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by a body of industrial Civil Servants with special knowledge and 
experience in industrial affairs. 

The above is a very compressed and bald summary of the ideas 
that Mr. Wallace presents with a considerable wealth of illustration 
from his own war-time experience on the Ministry of Food and 
from other sources. The book was written over a long period 
during the war years, and is only now belatedly reviewed. Many 
of the ideas that he advocates are already in process of fulfilment. 
Others obviously deserve close examination. For, whatever our 
political doctrines, it now seems likely that the United Kingdom 
will live for a good many years to come in the twilight region 
between pure laisser faire and pure socialism. That is the system 
that we have to make work. The issues that Mr. Wallace discusses, 
for instance, of the recruitment and responsibilities of boards of 
nationalised industries are of great immediate urgency. A book 
by anyone of his experience deserves most careful consideration. 

Austin Robinson 

Sidney Sussex College , 

Cambridge . 

The Truth about Publishing. By Sir Stanley Unwin. (London : 

Allen and Unwin, 1946. Pp. 352. Ss. 6d.) 

The ordinary teacher of economics finds himself concerned 
with the applications of his trade far more often in the field of 
publishing than in any other. If Charles Babbage — after Malthus, 
the first of our Cambridge economists — was led to his study of 
the Economy of Manufactures by the problems which confronted 
him in the construction of his calculating-engine, it was the 
problems of the publication of his book, and his disputes with the 
booksellers which provided him with material for his arguments. 

Sir Stanley Unwin’s book will, therefore, be read by economists 
with a special interest. It is a new edition, revised and brought 
up to date, of a book, first written in 1926. Alas, in one respect, 
he has not been able to bring it up to date. The prices and costs 
which he uses to illustrate his arguments belong to a past age, and 
are but a fraction of the comparable costs to-day. He writes, 
inevitably and properly, as a publisher. His purpose is to 
persuade authors that publishers, or at any rate good publishers, 
do not make fortunes by exploiting them. Almost all that he has 
to say is good, sensible and true. But I suspect that an author, 
reading his book, will feel that he protests just a little too much. 
Nevertheless, it will do us all good to see ourselves for once 
through the eyes of a publisher who has to take our literary efforts 
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and to make his living by selling them to a world which shows little 
desire to part with its money in exchange for our writings. 

When a reader has finished he will, I suspect, feel sorry not 
only for himself but also for his publisher. But I am sure that 
he will be asking himself whether the division of the proceeds of 
making and selling a book is quite what it should be. The author, 
if he is on a royalty basis, may get 10% or a little more, of what 
the buyer pays. The bookseller will get a third — or not far short of 
it. There are advertising costs and possibly middlemen as well to 
take their share. The publisher gets little more than half the 
published price to cover all the costs of printing and publishing. 
Does this represent a fair division ? Is authorship worth less than 
a v third of retail salesmanship per copy ? 

The risks of publishing are great. Errors of judgment about 
the quality of a manuscript, the sales that may be expected, the 
right edition to print may land a publisher in big losses. The 
winners are comparatively few. It is a trade into whioh many 
enter, many pass out, and few survive. Those few, not only 
because their judgment is better but also because authors have 
learned to trust them. 

This is partly because fixed costs are a very high proportion of 
all costs. For a novel of 95,000 words, printing 1500 copies 
(more than a first novel would be at all likely to sell and more than 
twice the number that a serious academic work would usually 
sell) the fixed costs represent about two thirds of the total costs of 
the publisher. If the book is a failure, or if the price is misjudged, 
only a fraction of this' fixed cost may be recovered. The fixed 
cost can, moreover, be greatly increased by excessive corrections. 

To an economist, reading between the lines of Sir Stanley 
Unwin’s book, a number of fascinating questions emerge. Authors 
are always optimists. They almost invariably overestimate the 
potential demand for their intellectual offspring. They almost 
always believe that the demand for their works is far more elastic 
than it really is in these days of libraries. They almost all have a 
childish faith in the efficacy and profitability of advertisement 
— underestimating its expense and overestimating its conse- 
quences. In short (and my own small experience in the world of 
publishing would confirm this) authors almost always strive to 
secure that their books shall be published at prices which will do 
something very much less than maximise their profits, and often 
at prices at which it is rather improbable that author and publisher 
together will break even. 

It is interesting to ask oneself why this should be so. Are all 
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innovators natural optimists? Are prices consistently fixed at 
levels far too low to maximise profits by people who have a simple 
faith in the virtues and saleabilities of their own products ? Or is 
it that there is a real conflict of interest between author and 
publisher ? Do authors look, in general, to derive the true profits 
of authorship otherwise than from their royalties ; by university 
appointments, lecture tours, broadcasting and the like ? Or is it 
just that an author’s sense of values is different ? That he would 
sooner be a poor writer with a large public than a rich writer with 
a small public ? 

These are speculations far beyond the range of Sir Stanley 
Unwin’s immediate problems. He is, in the main but by no 
means exclusively, concerned with the more mundane problems 
of agreements, American rights, the methods of subscription and 
distribution of books, and with the technical problems of making 
a book. Every author or potential author will read him not only 
with intellectual profit, but almost certainly also with financial 
profit. And how much easier a publisher’s job would be if all 
authors showed as much competence in matters of publishing as 
Sir Stanley shows in the tasks of authorship. 

Austin Robinson 

Sidney Sussex College , 

Cambridge . 

British Trade Unionism : Six Studies by P.E.P. (London : 

Political and Economic Planning, 1948. Pp. 184. 15s.) 

The publication of a full-length report by P.E.P. on British 
Trade Unionism is perhaps itself an indication of the new status 
of the trade-union movement in this country. Some knowledge 
of the views, policy and structure of the trade-union movement 
is now a necessity for anyone wishing to progress beyond the stage 
of first generalisations regarding current economic and political 
issues. Many will no doubt say that this recognition is long over- 
due. Others may suggest that the present interest in these 
problems arises from the shortage of manpower rather than from a 
full recognition of the role to be played by unions in society and 
can point to a somewhat similar concentration for a few brief 
years on the “ labour question,” as it was then called, after the 
1914-18 war. Be that as it may, the tide is high, and it is of some 
importance that the opportunities are used to the best advantage. 

No statement on the British trade-union movement can be 
made without some reference to its complexity. From the Webbs 
onwards, every writer has pointed out that the British movement 
No. 234 — von. lix. R 
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reflects in its present-day structure and policy past incidents, 
personalities, struggles and fears as well as present-day problems. 
And each union has a different past. This is the biggest single 
obstacle to the research worker. The preliminary tour of the 
movement takes so long and the effort to grasp the differences 
between unions is so exhausting that either the enthusiasm 
wanes or the research ends by becoming a general survey, sum- 
marising what exists but saying little very new or penetrating. 
Such summaries, however, providing they are intelligently 
presented and attempt to formulate problems rather than to 
suggest that all is known, can be of very great value to those 
following. These studies by P.E.P. come into this category. 

At the outset of this volume other hopes of some entirely new 
thinking on trade-union questions are raised. Reference is made 
in the preface to the concept that trade unions are not a homo- 
geneous whole but rather comprised of three distinct levels or 
layers, the first level being that of the head office and prominent 
officials, the second that of the branch officials, shop stewards and 
active branch and workshop membership, and the third being the 
comparatively inactive rank and file. The first study on Trade 
Union Structure, with the help of some interesting and ingeniously 
used statistics of branch attendance and of the size of branches 
and biographies of full-time officials, develops this theme in 
some detail. The changing character and qualities of the full- 
time official are discussed, and for the trade-union movement as 
a whole it is suggested that only some 20% of the members are 
active, attending meetings, discussing and voting on policy and 
taking part in the election of officers, the remaining 80% being 
content to pay dues and, except on r are occasions, to accept what 
is done in their name. Further, some evidence is produced to 
show that there is some conflict between each of these three 
levels. These phenomena of an active minority and an inactive 
rank and file, are not, of course, confined to trade unions, but exist 
in practically all democratic institutions. The growth in the size 
of the leading trade unions in the past twenty years, and the 
increase in the influence of trade unions on economic and political 
policy may make pertinent a closer examination of the strati- 
fication in these organisations, and the character and size of trade 
unions make experiment and research possible. 

The suggestions made by P.E.P. are, of course, put forward 
tentatively, and stress is laid on the need for further research. 
Among the many questions to be asked are, for example, the 
changes in the composition of the 20% active members over time, 
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and the extent to which individual 20 per centers become 80 per 
centers and vice versa. The rate of turnover of membership, 
presumably among the 80%, requires closer examination, and also 
the effect on industrial relations of the doubling of the number 
of active trade unionists in the last ten years which would appear 
to have accompanied the doubling of trade-union membership. 
Further investigation along these lines might yield results which 
would be of value not only to trade unions but to all organisations 
faced with the problem of avoiding bureaucracy and rigidity. It 
would certainly appear from the incomplete data produced in this 
study that the tendency of trade unions in fact, if not in ruling, 
to concentrate policy-making in a few hands while the majority 
of the membership are merely urged to carry out an agreed policy, 
is not only unsatisfactory but can lead to disunity and a weakening 
of trade-union influence. 

The other studies in this volume tend to drop the three-level 
approach and concentrate on providing a general survey of trade- 
union organisations and industrial relations in this country. 
The main headings, which are as follows, indicate the scope : 
The Formal Machinery of Negotiation, The Subjects of Negotia- 
tion, The Organisation and Policy of the Trades Union Congress, 
and the Relations of the Trade Union Movement with the Labour 
Party, with Employers’ Organisations and with the Government, 
and an account of Relations on the Job, dealing with shop stewards 
and joint consultation. The tour is, on the whole, well conducted, 
and the salient features of trade-union organisations and industrial 
relations stand out well, and the use of some history, though a 
little potted and distorted at times, gives a glimpse of perspective. 
Some aspects receive more interesting treatment than others. 
The discussion of wages is very effective, as is the discussion of 
relations between the trade-union movement and the Labour 
Party, but the treatment of other subjects such as apprenticeship, 
the International Labour Organisation and the World Federation 
of Trade Unions is so cursory that nothing would have been lost 
by omission. The report is not entirely factual, and some 
shrewd and apposite comments are made on many issues, but 
occasionally the reader is irritated by little sermons which appear 
to spring from the conviction of the authors rather than from the 
facts given in the text. In the discussion on shop stewards, for 
example, we are told to draw a distinction between those stewards 
who are the mainstay of their union and those who obtain tem- 
porary individual prominence — whatever that may mean. No 
evidence whatsoever is produced as to the existence of these 
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two groups beyond an implication that the latter, for some reason, 
are always Communists. 

The last study in the volume pulls together the threads of the 
earlier studies and discusses the present and future problems and 
tasks of the trade-union movement. The limit of thirty pages 
restricts the development of many of the ideas outlined, but taken 
all round this is a competent and useful summary of the 
main questions. To go further, and this is the task presented by 
the volume as a whole, requires some measure of specialisation. 
The pre-war studies on industrial relations and trade unions have, 
by the publication of this and other volumes in the last year or 
so, been brought up to date. Everyone knows that the trade 
unions are facing new tasks and responsibilities. The job to be 
done now is to make a much closer examination, both in relation 
to the past and present, of the many vital issues touched on in 
this volume. 

J. B. Jeffreys 

National Institute of 

Economic and Social Research, 

London. 


Trade Union Wage Policy. By Arthur M. Ross. (Berkeley and 
Los Angeles : University of California Press, 1948. Pp. 
viii + 133. $3.00.) 

This book claims to deal only with the behaviour of 
American trade unions in recent years, and the author expressly 
disclaims any timeless validity for his judgments. The particular 
influences affecting trade-union organisation and collective bar- 
gaining in the U.S.A. at the present time, to which the author 
draws attention, would, for example, render it extremely hazardous 
to attempt the automatic extension of some of his conclusions to 
the situation as it exists in Britain to-day. 

The real leaders of the British trade-union movement would 
be the last to claim for it that its present structure results in 
complete internal harmony and order, but it offers no parallel to 
the struggles for control of individual trade unions or the dissen- 
sions between central organisations which exist in the U.S.A. 
The British trade-union leader need no longer direct the major 
policy of his union to safeguarding his own position and the very 
existence of his union — as apparently the American trade- union 
leader must — against constant threats from rival leaders, rival 
unions, legislative action and employer opposition. The typical 
wage bargain in Britain covers a larger segment of the economy 
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than is the case in the U.S.A., despite increasing tendency even in 
that country to centralisation of collective bargaining. Nor are 
there in the U.S.A. even the remote glimmerings of a centralised 
trade-union wage-policy such as are beginning to emerge in Britain 
under the guidance of the Trades Union Congress as the result 
of Government exhortation. Moreover, it can hardly be said 
of British trade unions, as the author says of all important 
American trade unions, that their practical wage decisions 
presuppose the indefinite prolongation of capitalistic economic 
organisation. 

Despite such fundamental differences, however, the searching 
analysis of the bases of industrial relations which this book con- 
tains is of far wider interest than would be a mere study of Ameri- 
can trade unions. The author’s main contention is that the con- 
ception of a trade union as a seller of labour attempting to 
maximise some measurable object, such as the wage bill, is highly 
misleading and that the trade union should be regarded rather as 
a political institution which participates in the establishment of 
wage rates. He argues that, while the formal purpose of the trade 
union is to augment the economic welfare of its members, it must 
always have before it a more vital institutional objective — 
survival and growth — and that this will take precedence whenever 
it comes into conflict with the formal purpose. 

In reply to this, however, it might well be argued that survival 
and growth of the trade union can never come into conflict with 
the formal object of augmenting the economic welfare of the 
members, but are the fundamental conditions for its being able 
to achieve that object. If from time to time a trade-union leader 
is “ far-sighted,” if from time to time a trade union adopts a 
“ responsible ” wages policy, and even if the immediate object is, 
by placating employers and public opinion, to ensure survival, the 
ultimate object may still be, by that very survival, to be able to 
strive for the economic welfare of the members. In support of 
his view that the institutional objective will be preferred to the 
formal objective, the author argues too that a trade union will 
prefer to attain higher real wages through higher money wages 
rather than through lower prices, because it is easier for it to claim 
credit for the former method than the latter. Even if this alleged 
preference and the reason for it be true — and there is a good deal 
of evidence in support of the author’s view — and even if such a 
course is less consistent with the economic welfare of the members 
of the trade union in question — although the point is debatable — 
such tactics are surely not inconsistent with the ultimate objective 
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of enhancing the eoonomio welfare of the members, but are rather 
an integral part of it. 

Trade-union wage-policy the author regards as a function of 
leadership, in the formulation and execution of which the trade- 
union official must harmonise various pressures emanating from 
Sources both within and without the union in such a manner as to 
'contribute most to the survival and growth of the organisation, 
tn the process there are the elements of conflict with democracy 
\vhich in a trade union, the author says, “ like competition in the 
product market is universally the object of reverence but is not 
specially enjoyable to those who must reckon with it.” When to 
press for a wage advance, when to accept a wage reduction, and in 
either case of how much, are not suitable matters for decision of 
rank and file and “ to expect a rank and file determination of 
bargaining strategy is about as plausible as to expect the Govern- 
ment of the United States to conduct its foreign policy through a 
monthly plebiscite of registered voters.” 

Policy-making in a modern trade union, the author suggests, 
is little suited to the methods of primitive democracy. The 
arguments he advances are a valuable contribution towards the 
realisation of this fact. The willing acceptance by the rank and 
file of its full implications is possibly the greatest problem facing 
trade unionism to-day, both here and in America. 

H. S. Kirkaldy 

Queens' College , ' 

Cambridge . 


British Block Grants and Central-Local Finance . By R. E. Carlson. 

Studies in Historical and Political Science . Vol. LXV, No. 1. 

(Baltimore : Johns Hopkins Press, 1947.) Pp. 222. $2.50. 

It must always be very difficult for an outsider to grasp the 
significance and nuances of such intimate features of another 
country as are implied in its central-local fiscal relations, at least 
without extensive personal contacts. Professor Carlson has been 
singularly unlucky in the timing of his study of the British system 
of Exchequer Grants to Local Authorities. The war prevented 
him not merely from making such contacts, but also from obtain- 
ing access to a number of research studies relevant to his subject. 
It also greatly delayed not merely the completion of the work, 
which bears somewhat obvious signs of having been written at 
different periods, but also, it would appear, its publication. In 
spite of the use in the last chapter of an article on derating which 
was published early in 1945, the analysis of the book essentially 
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ends with 1944. Unfortunately for Professor Carlson, almost 
every item in the flood of legislation which has crowded the Statute 
Book since 1945 affects the financial position of Local Authorities 
in some way, while the grant provisions of the Local Government 
Act have turned the subject of his thesis on its head. 

Professor Carlson first traces the development of exchequer 
assistance to local authorities from the Goschen era to the Local 
Government Act of 1929. In this he relies mainly on secondary 
sources (especially Dr. Newcomer’s Central and Local Finance , 
and my own Finance of British Government). There follows a 
chapter on central-local financial relations in the Second World 
War, which is perhaps the best in the book. Professor Carlson 
has worked carefully through the documents, and the whole 
sordid story of A.R.P. grant discussions is set out fully. This is 
succeeded by a chapter on post-war plans for local-government 
reconstruction, in which most weight is given to those of N.A.L.G.O. 
and the Labour Party. Finally, we have an appraisal of the longer 
period effects of the Act of 1929, based largely on the I.M.T.A. 
study of Derating by Atkinson, Abel and Pollard. 

While it is not easy to convict Professor Carlson of actual errors 
of fact, the emphasis not infrequently gives a misleading impres- 
sion. It is somewhat exaggerated, for instance, to refer to the 
modest under-balancing of the budget in 1929-30 as “ huge 
deficits,” or to regard expenditure on a social service, which over 
60 years has expanded by £120 million, as “ skyrocketing.” 
Again, it is the reverse of the truth to state that since 1890 new 
ad hoc bodies have continually been created to deal with new 
services. The relation of the sparsity weight in the grant formula 
(and its intensification for very sparse areas in the new Local 
Government Act) to the increasing demand for equality in service 
standards is also missed. It is not only highways that cost more 
where population is thin, but every service is necessarily more 
costly per head ; children must be transported long distances to 
school, district nurses must have cars, and so on. To take one 
final example, whatever one’s views as to the diseconomies of 
of small- (or large-) scale organisation in local government, it is 
surely misleading to talk of the “ diminutive size ” of any British 
Local Authorities, in view of the process of concentration of ad- 
ministration under county councils and county borough councils, 
which has now been proceeding for a generation. 

The most serious drawback to Professor Carlson’s study, 
however, is of course the absence of any reference to the revolution 
in central-local finance which has taken place since 1945. For the 



240 


THE ECONOMIC JOURNAL 


[JUNE 


next few years at any rate we are likely to be kept so busy adjust- 
ing ourselves to the new look that we are unlikely to have much 
time to spare for dwelling on the old. 

Ursula K. Hicks. 

Oxford. 

Analysis of Wisconsin Income. By Frank A. Hanna, Joseph A. 
Pechman and Sidney M. Lerner. Studies in Income and 
Wealth. Vol. 9. (New York : National Bureau of Economic 
Research, 1948. Pp. xviii + 261. $3.60.) 

During the thirties, the Conference on Income and Wealth 
was instrumental in developing a series of projects for the study 
of income in various states of the United States, which have pro- 
vided most valuable data for use as source material in analysis 
of the structure and distribution of income. The studies con- 
tained in the present volume rely on a series of rearrangements 
and re-tabulations of Wisconsin income-tax returns for the years 
1929-36 which were among the projects undertaken. They 
subject the results of these tabulations to a most detailed analysis 
with the purpose of exploring certain structural relationships and 
of testing certain hypotheses as to the behaviour of incomes. 

Anyone familiar with this type of investigation cannot fail to 
be impressed by the intensive methods of analysis used and the 
meticulous care with, which these methods are applied, nor to be 
filled with envy for the mechanical aids (such as punch-card 
tabulations) which were available. There is no doubt that, with 
the application of such resources, many stubborn economic 
problems might prove susceptible of solution. 

However, intensive analysis is by no means the sole require- 
ment to reach significant conclusions. In this instance, as in 
much empirical research in the field of economics, difficulties arise 
from the complexity of the factors involved and from the limita- 
tions of the available data. It is for these reasons, and certainly 
not for neglect of any means of attack, that no broad conclusions 
emerge from the studies. As Milton Friedman suggests in his 
very interesting foreword “ they answer few questions,” but 
derive their significance “ rather from the new questions they raise 
and the supposedly settled questions they reopen.” This is un- 
doubtedly a valid justification for what must have been a very 
laborious research project. It was in the nature of the data that 
no solutions of general applicability could be expected. 

The volume consists of three parts. Part I, by all three 
authors, provides an estimate of aggregate income in Wisconsin 
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and its size distribution by individual recipients during the year 
1936. The intention was to explore the methods available to 
build such an estimate from income-tax, social security and other 
data rather than from family budget studies. The result is a 
masterly example of the techniques which may be employed in 
piecing together data from a variety of sources, but it clearly 
reveals the limitations implicit in such a process. The range of 
error involved is indicated by the fact that the resulting estimate 
of the number of income recipients in 1936 is considerably higher 
than the total number of persons in the labour force in 1940 (as 
reported by the Bureau of the Census), at a time when the level 
of employment was higher. 

This raises the question, which is perhaps one of the most 
interesting theoretical points suggested by the study, as to the 
appropriate definition of an income recipient in an analysis of 
income distribution. There can be little argument with Milton 
Friedman’s view that the significant unit for a study of income 
distribution is the family rather than the individual. For pur- 
poses of economic policy or of functional analysis, it is the family 
as a spending unit on which interest centres. It is of little signi- 
ficance, for example, that 23,000 members of school boards in 
Wisconsin received approximately $15 a year each, and, in so far 
as such payments are treated as the sole income of the recipients, 
they tend to produce misleading results from the point of view 
of welfare. The authors are well aware of the disadvantages of 
an income distribution based on individual recipients, but found 
that the data would not enable them to treat the family as the 
unit (p. 20). 

Part II is the work of Joseph A. Pechman. The purpose of 
this section is to investigate the extent to which changes in the 
size distribution of income can be inferred from changes in the 
functional distribution, as represented by changes in the distri- 
bution by type of income payment. Dr. Pechman’s analysis 
suggests that on the basis of present knowledge there is consider- 
able danger in drawing any conclusion as to the effect on personal 
distribution of a change in functional distribution. Dealing with 
wages and salaries, the most important income share, he concludes 
that only if both aggregate income and the share of wages and 
salaries increase, is there even a presumption of a decrease in 
inequality, and vice versa. This conclusion is based on his finding 
that the composition of income at specific income levels tends to 
remain stable over time, a finding which cannot be regarded as 
incontestable, depending as it does on data covering only a pro- 
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portion of income recipients (income-tax filers) over a limited 
period of years. It is a surprising finding for a period which 
extends from the peak of the boom in 1929 to the low point of the 
succeeding depression. 

Part III, by Frank Hanna, deals with the effects upon size 
distribution of lengthening the accounting period. This is an 
interesting point, since the year is obviously an arbitrary period 
of measurement convenient for practical reasons. As would be 
expected, Dr. Hanna finds some tendency for the distribution to 
move towards greater equality as the accounting period is 
lengthened. However, his results are biased to an unknown 
extent by the fact that the investigation covers a sample represent- 
ing only those taxpayers who filed continuously during the seven 
years under study. The movement in the Lorenz curve towards 
greater equality as the accounting period is lengthened has obvious 
implications from the point of view of welfare, particularly in 
comparison between different communities. It is doubtful, how- 
ever, if measures of economic policy could ever take into considera- 
tion an accounting period longer than a year. In countries where 
seasonal fluctuations are of importance, it is even conceivable that 
the possible increase in inequality through shortening the account- 
ing period might be of greater significance in practical policy. 

Agatha L. Chapman 

Department of Applied Economics, 

Cambridge! 

Private Investment in a Controlled Economy — Germany 1933-1939. 

By Samuel Lurie . (New York : Columbia University 

Press (London : Geoffrey Cumberlege), 1947. Pp. xvi + 243. 

16a.) 

That, outside U.S.S.R. and the satellite countries, the major 
industrial economies of the twentieth century will be “ mixed ” 
or “ controlled ” economies, with a bias towards full-employment 
policies, is the belief, or the hope, of most modem economists. 
But, with all respect to the neat and tidy Keynesian models, 
fitted out with automatic compensations, modified income taxes, 
functional finance and the rest, there lurks a fear, too rarely 
expressed, that the control of private investment may yet prove 
the nigger in the wood-pile. How much forrader are we since 
Keynes advocated a somewhat comprehensive socialisation of 
investment ? 

Once we have dissociated ourselves from the ends of Nazi 
economics we are entitled to look, as Professor J. M. Clark puts 
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it in his introduction, at “ some of their skilfully designed mechan- 
isms (which) may prove usable for radically different ends.” 
The reader who, seeing the title of Dr. Luries book, seeks within 
its pages light on this general question will be disappointed. 
It is not that kind of study. Under the narrower title “ Private 
investment in Germany 1933-1939 ” there would be no cause for 
complaint. 

Dr. Luri6 evidently believes in letting the facts speak for them- 
selves, and he has written a useful and scholarly study of private 
investment in pre-war Germany under the Nazis, firmly based 
upon 585 footnotes. Except in his all too brief conclusions, only 
rarely does he allow a personal opinion or a critical judgment to 
illuminate or interrupt the orderly march of events. 

The opening chapters follow the fairly well-trodden paths of 
German economic recovery after 1933, through Work-Creation to 
the rearmament phase. The author points out that in the earlier 
stages of recovery, private investment played a passive role : only 
in 1935 does a positive net balance reappear. He does not give 
figures for public and private investment after 1936, but his 
verbal account accords well with other estimates (e.gr., Burton 
Klein, American Economic Review , March 1948). Although 
private investment in industry expanded considerably after 1936, 
public expenditure continued to play a dominant role. The 
recovery took place within a framework of general controls, of 
foreign exchange, of prices and wages and of credit which were not, 
however, used to replace the price mechanism. “ While in Nazi 
economics the price mechanism was denied the function of 
automatically regulating the economy its usefulness as a tool of 
conscious and deliberate steering was by no means overlooked.” 

The wage stop was used, not to depress consumption standards 
absolutely, but to prevent too great a rise. In this way a con- 
siderable expansion of total investment was possible before 
inflationary pressures began to require the stricter direct controls 
of the war years. The sources of finance of investment underwent 
a considerable change, which Dr. Lurie thinks was more than the 
result of a large expansion of public expenditure. “ Outside ” 
savings became relatively less important, increasingly firms 
financed expansion out of internal accumulations, partly increased 
by the wage-stop policy. Undistributed profits of corporations 
rose from 0*365% of the national income in 1933 to 4-55% in 
1939 : hidden reserves also rose very rapidly. After 1934 the 
combination of dividend limitation with fiscal concessions further 
encouraged the increase in corporate expenditure on new plant. 
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Most of the influence on private investment in this period was 
exerted through the general controls of wages, prices, credit and 
so on, although they were operated with such flexibility as to 
produce on occasion specific results. In addition, mainly in 
connection with the “ synthetic ” industries, a number of specific 
controls, operating at the level of entrepreneurial decisions, were 
used. The s kill with which in some cases these controls reduced 
or even eliminated commercial risks, without destroying all 
incentives to efficiency, is remarkable. On the other hand, it is 
significant that the Nazis disliked direct subsidies and never 
resorted to setting up purely State enterprises ; Dr. Luri6 makes 
it clear that the specific controls could be and were sometimes used 
to bolster up monopoly positions. 

Although the author’s extreme detachment makes for rather 
heavy reading, he has successfully assembled and presented clearly 
an immense mass of useful and interesting material. It is a pity 
that in his final paragraphs Dr. Luri6 has allowed himself to 
repeat the doctrine of growing internal economic strains in the 
Konjunktur which forced the Nazis into war. If Hitler had got 
what he wanted without war, the armaments would doubtless 
have seemed superfluous after all. But in economics bygones are 
bygones, and there is nothing in Dr. Lurie’s study which suggests 
that the Nazis would not have been able to digest their spoils. 

G. D. N. Worswick 

Magdalen College, 

Oxford . 

German Realities . By Gustav Stolper. (New York : Reynal 
and Hitchcock, 1948; and London: Allen and Unwin, 1949. 
Pp. x + 341. $3.75.) 

This is far and away the best study of the German problem 
that has appeared since the war — balanced, imaginative, circum- 
stantial, with all the force and economy of argument that the 
subject requires. A year after the author’s death there is 
astonishingly little that has not fallen out as he anticipated, and 
there has been no great loss of vitality in the long list of myths 
and illusions that he so sedulously exposes. He has proved right 
over Czechoslovakia; right over communications with Berlin, 
long before they found their way into the world’s headlines ; right 
about the energies that might soon be released in Germany and 
the limits to the recovery that such a release can permit ; and 
right about the course of events in the Eastern Zone, and the pro- 
gressive consolidation of the former Austrian Empire under 
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Russian auspices. One who is so consistently right has estab- 
lished his claim to be read : and this apart from the influence that 
he obviously exerted on American policy during at least the fina.1 
year of his life. 

On the myths and misconceptions, Dr. Stolper plays a lively 
and compelling logic. “ No nonsense is so great,” he remarks, 
“ that it cannot be built up into a potent political force by the 
sheer psychological magic of endless repetition ” ; and on no 
subject has there been such damnable iteration and reiteration of 
nonsense as the Ruhr and war potential. At the mere mention 
of the words, the passionate hates and fears of half Europe blaze 
up at once in a line of fire across the path of German recovery. 
Yet what is the truth about the Ruhr ? That it was “ the peace 
industries, not the war industries, that gave it its industrial 
significance.” That its contribution to the war machine “ con- 
sisted primarily of heavy artillery and armour plate,” did not 
exceed 25% of the total output of war material, and did not include 
a single aircraft plant or more than one-tenth of the tanks and 
armoured cars. That no other industrial centre is more dependent 
on imported raw materials (and foodstuffs) and more vulnerable 
to blockade. And what is the real truth about war potential? 
Surely that “ with the exception of a relatively small sector, no 
distinction between war and peace industry is possible ” ; and 
that organisation and will to fight convey a far more decisive 
military advantage than so-called “ war potential.” 

In a reasonable world it might have been possible to make 
peace on terms that left a united and self-supporting Germany; 
and even the much derided Potsdam Agreement paid lip-service 
to such terms. But in a reasonable world there would be no wars, 
and consequently no occasion for peacemaking. The problem for 
statesmen at the close of the war, therefore, was what concession 
to make to the folly as well as to the interests of their allies. It 
did not help matters that Mr. Morgenthau and others set a stan- 
dard in folly that made it difficult for Anglo-American statesmen 
to claim any prerogative of wisdom. As Dr. Stolper reminds us, 
it was at Quebec in September, 1944, not at Yalta or Potsdam, 
and it was in the absence of Soviet Russia, that Britain and 
America, agreed on the removal of machinery as reparations from 
the metallurgical, chemical and electrical industries of the Ruhr 
although this meant that these industries would necessarily be 
“ put out of action, closed down.” 

But if the expert, not the dilettante, had guided policy would 
the result have been so very different ? Certainly the experts of 
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America and Britain were familiar at the time of Potsdam with 
the gist of Dr. Stolper’s arguments, and many of them shared his 
point of view. But was the question exclusively one for the 
expert ? The fact is that there was a real dilemma, given that it 
was worth some effort to secure the agreement of Russia. 

It was obvious long before the war was over that the real 
peacemaking must be between the United States and Russia 
rather than between the Allies and Germany. Without an accord, 
or at least an understanding, between the two major powers, 
Germany was doomed to become a no-man’s land, partitioned, 
garrisoned, the promised victim of another war. Given an under- 
standing, even at the cost of harsh terms for Germany, there was 
at least the prospect of slow but uninterrupted reconstruction, of 
a relaxation or revision of the most offensive clauses agreed upon 
by the victors, and of a united nation at peace with her neighbours 
and secure within her frontiers. Whichever way one turned, 
Germany’s future was dark and grim. But there could be little 
doubt which way, until it was proved a blind alley, had to be 
taken. No Allied statesman could have persuaded his people 
immediately the war was over that his first duty was the recon- 
struction of Germany, that there was no hope of any understanding 
with Russia, and that partition had come to stay. 

How much that really mattered was sacrificed while the 
attempt at understanding was made? The loss of industrial 
output in the Western- Zones due to reparations has been insigni- 
ficant ; the removal of machinery and plant likely to be needed 
within the next few years could be made good for a few millions of 
pounds. The real damage was in morale; and the confusion of 
policy to which that damage was largely attributable extended 
well beyond reparations and quadripartite disagreements. 

This is not, however, Dr. Stolper’s view. For him the recovery 
of Germany has been delayed for three years by a foolish policy in 
which restrictions on the level of industry have been one of the 
worst features. As for Soviet Russia, “ if the Soviet Union ever 
had the intention of establishing a unified Germany ... it has 
betrayed no sign of it.” A Russian administration in any part 
of the world could not fail to destroy the existing economic system, 
and make reabsorption into any other administration impossible. 
It should have been obvious from the first that quadripartite 
Government would break down and that Russia would “ stand in 
the path of a reasonable or even tolerable organisation of the 
world.” 

This strong anti-Russian bias accounts for one curious mis- 



1949] 


STOLPER : GERMAN REALITIES 


247 


statement. Not once but several times, Dr. Stolper says that the 
German armies were “ in full flight and dissolution ” at the time of 
Yalta (February 11, 1945) and that American troops could have 
been in Dresden and Berlin “ within hours ” but for orders from 
on high. The truth is that the Allied armies were hundreds of 
miles away and were just recovering from the Ardennes offensive. 
The partition of Germany was not an act of appeasement towards 
Russia in a spirit of self-delusion; it was the almost inevitable 
outcome of the military situation, with slices of territory held by 
invading armies whose leaders were not in full accord with one 
another. 

There are a number of other minor blemishes. One may be 
pardoned for raising an eyebrow at the suggestion, on the authority 
of Keitel, that the French and British armies would have met with 
little resistance had they invaded Germany in September 1939. 
It is possible to agree on the value of competition and yet feel 
some bewilderment over the precise method by which Dr. Stolper 
would have attempted to revive it in, say, coal-mining. Not 
everyone would take so optimistic a view of the responsibilities 
that can be thrust on private enterprise in a country in Germany’s 
condition. The use made of population statistics, however 
refreshing to find them used at all, is also a little extravagant. Is 
it reasonable to belabour the allies for their exaggerated fears of 
Germany in 1945 on the grounds that it is “ a pretty safe fore- 
cast ” that the population of Germany in 1980 will be less than 
that of France ? Even in 1949 one may be pardoned for some 
scepticism both as to the proposition itself and as to the corollary. 
There are other and far better reasons why it was nonsense to fear 
a revival of German strength and aggression as an early or, indeed, 
the principal danger to the peace of Europe. Similarly “ the 
terrific rate of infant mortality ” on which a good deal of stress is 
laid turns out to be very little above the pre-war level and well 
below the level in Poland and other parts of Eastern Europe. 
Again, it may be true that in 1945 two-thirds of the work in the 
Ruhr pits was done by workers over forty years of age, and that 
the normal proportion is about a quarter. But this is no reason 
why one need fear a permanent contraction in the output of coal 
from the Ruhr or suggest that “ within ten years Germany will 
no longer be able to keep the coal-mines at a production level 
anywhere near the pre-war normal.” 

These are trifles. When Dr. Stolper, for all the severity of his 
judgments on Russian, French and American policy, abstains so 
scrupulously from criticism of the part played by Britain (and it 
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has been by no means free from folly), it would be ungenerous and 
unbecoming to express no word of admiration for a work on the 
highest levels of polemic, expressed in language contained yet 
passionate. What it cost its author may be guessed from his 
death within a few days of its completion. 

A. K. Cairncross 

London. 

Berlin Reparations Assignment. By B. U. Ratchford and W. D. 
Ross. (Chapel Hill : North Carolina University Press 
(London : Geoffrey Cumberlege), 1947. Pp. xii -f 259. 
20s.) 

To anyone who has taken a part, however humble, in a long 
series of international negotations nothing can be so interesting 
as to see those negotiations through the eyes of others who were 
similarly engaged, but in another delegation. The curious 
mixture of close personal intimacy and professional opposition 
leaves one uncertain how far one has penetrated the thought of 
one’s colleagues. Thus, to me at least, this book by two of the 
American representatives on the Level of Industry Committee in 
Berlin in the autumn of 1945 is quite fascinating. 

It will, I think, fascinate others also. For it gives the first 
account from internal sources of the history of reparations, as 
seen through American eyes. It begins with the initial formu- 
lation of ideas not only by F.E.A. but also in the form of the 
Morgenthau Plan. It goes on to the Yalta Conference, the 
Moscow Reparations Commission and the attempt at Potsdam to 
cut through the impasse into which the Commission had drifted 
because the Russian scheme, promised at Yalta, was never, in 
fact, presented. But the book comes to life when it reaches the 
negotiations in Berlin in the months immediately following 
Potsdam, where the authors can write from personal experience 
and with that delightful freedom that is permitted to Americans 
once they are free of official trammels. 

The Level of Industry Committee was not an independent 
body, created to work out a reparations policy. It was given a 
perfectly definite task : to assess within six months the levels of 
industrial capital equipment that must be left in Germany to 
provide her with the means to maintain herself without external 
assistance and to afford “ average living standards not exceeding 
the average of the standards of living of European countries ” 
(defined to mean all Europe other than the U.K. and U.S.S.R.). 
It had, or should have had, a purely technical task, reasonably 
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possible of answer. The broad policies had supposedly been laid 
down at Potsdam. 

In practice, it was not quite so simple. Germany was still in a 
state of chaos. Information about the surviving resources was 
meagre everywhere and virtually non-existant from the Eastern 
Zone. The staffs of the various economic bodies were exiguous and 
overworked. Dr. Ratchford himself was doubling the duties of 
economic adviser to the U.S. Military Government and U.S. 
representative on the Technical Staff of Level of Industry Com- 
mittee which did most of the preparatory work and was a very 
full-time job. 

The task was a huge one : to survey the whole field of German 
industry ; to establish reasonable estimates of consumption levels 
of Europe as defined at Potsdam (no easy statistical task) ; to 
reach agreement about the levels of industries providing for 
final consumption; to estimate the import needs of Germany 
consistently with the defined standards ; to agree export levels in 
appropriate industries to give a balance of payments; taking 
these levels of industries providing for final consumption, to 
relate the levels of the basic industries to them. Under the very 
best of conditions to carry through such a task would have been 
difficult. To attempt it in the conditions of Berlin in 1945 was a 
nightmare. Statistical material was terribly hard to come by. 
We had a single copy of the German census of production of 1936. 
War-time developments were only inaccurately known. The 
Russian delegation was, over the early part of the period, wholly 
incapable of making any useful contribution, and for lack of 
instructions would frequently fail to turn up at the meetings. The 
French delegation were admirable critics, but unequipped in most 
cases to do the heavy work of preparation. This fell almost 
entirely on the U.S. and U.K. delegations, and Dr. Ratchford 
himself made a great personal contribution. 

His book throws light on all the various stages of the 
negotiations, and one finds set out not only the final agreements 
but the initial proposals also by the various delegations — each, 
of course, working within its own understanding of the Potsdam 
policy. The various issues that emerged become clear. But 
outstanding among these was the steel decision. It is gratifying, 
in view of much that was published in the Press at the time, 
to find it quite clearly recorded here that at each stage of 
the negotiations the British representatives were asking for 
substantially higher and more realistic levels of steel output than 
any other delegation. The authors do not disguise their own 
No. 234 — VOL. lix. s 



THE ECONOMIC JOURNAL 


250 


[JUNE 


disagreement with the figures finally advooated on behalf of 
the U.S.A. 

The story goes on to deal in detail with the submission of the 
four national proposals and their ultimate amalgamation into a 
quadripartite plan. Anyone who is interested in the actual 
figures and the treatments proposed for specific industries will 
find them set out in full. But I doubt whether it is this detail 
which will most attract the readers of this book. What I believe 
they will learn far better from it is the sort of way that negotiations 
of this kind had to be carried on, the formidable statistical tasks 
that were thrown on to inadequate staffs, and — (dare I say it ?) 
how much better a job the economists would have made of it, had 
it been treated as an economic issue than the politicians made of 
it when it became a political issue. 

Austin Robinson 

Sidney Sussex College, 

Cambridge. 


Hunger and History. The influence of hunger on human history. 
By E. Parmalee Prentice. (New York : Harper Bros., 
1939. Cheap edition 1948. Pp. 184. 8vo. $1.00.) 

Of all the imperatives of human living, hunger is primary. 
Without food man cannot live, though he may without clothing, 
shelter or heat, if the circumstances are favourable. Nothing can 
overcome the need for food, daily, almost hourly. Mr. Parmalee 
Prentice has taken for his theme the centuries-long struggle of 
mankind to produce and store enough food for his use. 

Only in the last two centuries has this campaign been brought 
to a partly victorious end, and it was precise!}’ in these two cen- 
turies that British effort led the way to a plenitude of food. 
Even when most successful, however, food production has always 
been quite inadequate to provide all the needs of all the peoples 
of the world. Many large populations, like those great aggrega- 
tions of people in the Far East, have been largely under-nourished, 
and in the richer and more developed countries of western Europe 
abundance of food was limited to the well-to-do and the fully 
employed. Numbers of the peoples of these nations were still 
underfed : so in spite of all the efforts mankind has made through- 
out its history the time has yet to come when everyone everywhere 
will be well fed. 

Vast progress has nevertheless been made, and some foods of 
importance like milk, that in former ages were only consumable 
near the place of production, are now distributed evenly amongst 
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whol© populations, in Great Britain at any rate. This has only 
become possible because of developments in processing, storage 
and transport. In former ages it was difficult, if not impossible, 
to keep liquid milk because there was no method of cooling directly 
after milking, and only people who kept cows or lived within daily 
reach of a cow-keeper could then enjoy the use of this nutrient. 
Cheese was the remedy, and many people regarded this product 
with doubt as a jingle translated from the French shows only too 
clearly 

No wise man would pleas© 

To eat any cheese 

a point of view that has disappeared because processes have been 
improved and knowledge of nutrition has expanded. In this, as 
in other lines of food production, Britain played its part, but it 
was not till the second half of the nineteenth century and the com- 
pletion of a fair network of railways that a sizable traffic in liquid 
milk could be built up. 

Long before then the “ improvers ” of the eighteenth century 
had been pushing forward with the “ improved ” farming systems 
that had been worked out and were rapidly increasing the output 
of the main staples, beef and bread. Britain was not, of course, 
living in isolation even then. Long before the Spanish Armada 
had set out to conquer us, and centuries before that, the country 
had been governed by Norman William, the Bastard and Con- 
queror, with the result that the kingdom was involved in Con- 
tinental wars for five centuries. Much was learned during these 
rather leisurely campaigns, particularly from the Low Countries, 
whose advanced farming had derived from Northern Italy. 

Sir Richard Weston brought the new ideas to England some- 
where about 1650 and by 1750 some progress had been made in 
adopting them. “ Turnip ” Townshend had publicised that root, 
and many writers had followed Weston in praising both it and 
clover. The Norfolk four-course rotation was in process of being 
worked out, and it produced more forage on which more meat 
could be fed as well as more manure produced to feed the cereal 
crops. Jethro Tull in the early eighteenth century worked out a 
type of seed drill and the modern age of mechanical farming was 
by so much brought to birth, although animal traction was not 
superseded by the steam engine, and only after World War I by 
the farm tractor. 

Round about the middle of the same century the great British 
cattle-breeders got to work, Prinsep, Fowler, Bakewell, the 
Collings brothers, and many others with cattle, and Ellman and 
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his followers with sheep. All this progress was stimulated by the 
needs of the French wars, which lasted from 1792 till 1815, and 
was widely imitated on the Continent, and so far as conditions 
then allowed in America where the great developments of the 
nineteenth century placed vast quantities of food at the disposal 
of mankind. Somewhat similar developments in Australia and 
New Zealand added still more to the store, and improvements in 
transport made these surpluses available all over the world. 

This comparative prosperity, though it was always insufficient 
to provide the total needs of mankind, is not, in Mr. Prentice’s 
opinion, without its dangers. The world has not yet passed be- 
yond its age of need and to a world that has known little of 
abundance, a world that throughout history has lived in want 
and fear, he thinks the idea of permanent abundance may seem 
impossible to realise. The conception of happiness as something 
which should be within the reach of all is not one that will be 
willingly surrendered, although it can be attained only by con- 
scious effort. Human progress can only be measured by the ease 
with which the necessities of life are provided, and it is visibly 
evident that the fundamental necessities, food, clothing, shelter 
and relaxation, can to-day be provided with far more ease than 
was ever possible before. Tinctured as it is with extreme of 
pessimism, a tale of the rise of a tortured humanity from the 
lowest levels of degraded poverty, this book ends upon a note of 
hope. With the powers that humanity has developed, if they 
can be sensibly and effectively used, then the race will be able to 
provide for itself good housekeeping, the first and most important 
of all our needs. 


London . 


G. E. Fussell 



NOTES AND MEMORANDUM 

A Note On Deferred Export Credits 

1 should like to examine further the argument put forward by 
Mr. Harvie in the Economic Journal of September 1948, in 
favour of deferred export credits. He desires that they should 
be used to offset purely temporary changes in the terms of trade 
associated with the fact that the supply of the products of un- 
developed countries tends to be inelastic. It is a subject of im- 
portance because such deferred credits have been accumulated as 
sterling balances by some colonies as a result, for example, of the 
sale of cotton and cocoa produced by the native inhabitants. 

Mr. Harvie’s arguments are that in a world boom the terms of 
trade of many undeveloped countries will improve, and ho im- 
plicitly assumes that there will in consequence be some favourable 
balance of trade and hence net investment overseas. He argues 
that as the marginal propensity to consume is high the multiplier 
will be large, and income must be inflated greatly to obtain the 
saving necessary to finance the investment. The second part of 
his argument explains that there is a favourable balance of trade 
despite the high marginal propensity to consume because the 
marginal propensity to import is low. 

The argument means that in a world boom the money income 
of producers of goods for export will increase, but because the 
marginal propensity to purchase imports is low they will spend 
most of the increase on local production. In consequence the 
money value of local production for internal consumption will 
rise even more than the money value of export production, so 
producing an internal inflation greater than the inflation of the 
world boom. 

Mr. Harvie seems to explain the sequence of events as the 
natural consequence of improved terms of trade, and he does not 
consider the effects of controls. My impression, as a result of 
experience in East and West Africa, is that the African likes to 
spend a large part of any increase in his income on imports such 
as cotton goods, ironware and bicycles. In a free economy this 
would cause a rise in the demand for imported goods which, 
because the supply is elastic, would lead to increased imports, the 
end of the favourable balance of trade and the cessation of over- 
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seas investment. Thus there would be no multiplier effect 
maintaining an internal inflation. 

This natural check on inflation is, however, often limited by 
controls. Imports arriving by sea can be effectively controlled as 
can the prices at which importers sell. In an undeveloped country 
where demand is in excess of supply at the controlled price it is 
often impossible to make controls effective over subsequent sales, 
and the prices that the ordinary Africans pay are above controlled 
prices. Thus the internal inflation tends to be most marked in 
imported goods, and not least marked as Mr. Harvie’s thesis 
requires. 

I think Mr. Harvie’s problem can be illustrated by the following 
example, summarised in the table below, which makes the arti- 
ficial assumption that future average import and export prices 
are known and also prices in world boom and slump. Further, it 
assumes that quantities of production, exports and imports per 
“ year ” do not change and that half the production of the 
undeveloped country is for local consumption and half for export. 

Units of money value (quantities unchanged). 



Average. 

In boom. 

In slump. 

Local production . 

50 

V 

? 

Exports . 

50 

70 

30 

Total production . 

100 

? 

? 

Imports . 

50 

60 

40 

Favourable balance 

0 

10 

-10 


In a world boom there is a favourable balance of 10 units 
because of the improved terms of trade. The balance, however, is 
only temporary, it will be followed by an equivalent unfavourable 
balance, and hence there is justification in taxing the exports in 
boom by 10 units and investing the proceeds overseas, hence 
obtaining the required “ forced ” saving without internal inflation. 
This tax is Mr. Harvie’s “ deferred export credit ” to be returned 
to the export producer in the slump which will follow. I agree 
entirely with Mr. Harvie that in the situation postulated such a 
policy would have advantages. It would have some advantages 
no matter what the marginal propensity to import might happen 
to be. 

The ideal solution seems to require something more than the 
deferred export credit. In a boom the export producers have 
had their money incomes, even after the “ tax ” referred to above, 
increased by 20%. According to the marginal propensity to 
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consume local produce, the “ local ” producers will also have had 
changes in their incomes. Unless the effect is to give them also 
an increase of 20% in their money incomes there will be an 
economic urge to producers to change their production. Such a 
change in production is not desired, because the internal re- 
distribution of income is known to be only temporary. 

The ideal solution therefore requires an export tax in boom, 
not of 10 units, but of 20 units. 10 of the units ought to be saved 
and invested overseas as deferred export credits, and the other 10 
ought to be used to subsidise imports which have risen tem- 
porarily in price because of the world boom. If this is done the 
demand for imports and the distribution of the imports between 
the two types of producer will be unchanged, as will money and 
real incomes. 

In the world slump which follows, the position will be reversed. 
Now imports, instead of being subsidised, will be taxed 10 units, 
whilst the 10 units previously invested overseas will be withdrawn 
and exports will be subsidised by the full 20 units, again leaving 
income and its distribution unchanged. 

It must be stressed that this is a purely theoretical situation. 
It is impossible in any given circumstances to determine whether 
a change in the terms of trade, or in the world price level, will be 
temporary or permanent. One can only use judgment. Further, 
no consideration is given to the possibility of storing supplies and 
only disposing of them when the terms of trade are advantageous. 

An example of how inflation can take place in a country where 
the terms of trade had turned in the country’s favour is the Gold 
Coast in 1947. The official policy was openly proclaimed by 
senior officials, who, being members of the Legislative Council, 
make the announcements of Government policy which in Britain 
would be made by Ministers. 

The economy of the Gold Coast up to and including 1946 was 
sound. The imposition of an income tax in 1944, producing much 
revenue from companies and hence tending to reduce Britain’s 
income from overseas investments, had created budget surpluses. 
There were also surpluses on railway and harbour working and 
reserves accumulated as a result of the marketing of cocoa. All 
these surpluses were invested overseas and so were associated with 
a favourable balance of trade. 

The situation was changing, apparently to the advantage of 
the Gold Coast, for the world price of cocoa increased greatly and 
the terms of trade moved in the country’s favour. It was decided 
to distribute some of the benefits of the increased price to the 
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African producers of cocoa. The price paid to the farmer for a 
60-lb. head-load was raised for the 1946-47 crop from 15$. to 
27s. 6 d., and again for the 1947-48 crop to 405. The Acting 
Colonial Secretary in a broadcast, subsequently published, said on 
September 30, 1947, “ In 1945-46 £6J million were paid to the 
farmers for their cocoa. In the 1947-48 season £15 million will 
be paid.” When considered in relation to total imports of £10 
million in 1945 and £12 million in 1 946 it was an enormous increase, 
but it was an increase fully earned by the value of the exports of 
cocoa, and it still allowed large sums to be added to reserves and 
lent to the United Kingdom. It was, however, in effect, a decision 
to increase imports to about £9 million a year above the 1945-46 
level. 

A further factor was that the budget surpluses were getting 
smaller and disappeared altogether in the financial year 1947-48. 
This was largely because of increased incomes paid, first to Euro- 
pean officials, and then to all Africans employed by the Govern- 
ment. It was decided to finance the deficit by using some of the 
balances accumulated overseas. It did not seem, however, to be 
realised that any decline in the amount of budget surpluses and 
any utilisation of accumulated reserves, all invested overseas, 
must make the balance of trade less “ favourable ” for the Gold 
Coast, and that the appropriate way to do this was to increase 
imports. 

Other factors included a desire on the part of companies whose 
development had been restricted during the war to rehabilitate 
themselves and develop. An effect of this was described by 
African World in October 1948, when it stated : “The face of Accra 
is changing rapidly and beautifully. . . . Almost all the firms are 
making alterations to their factories ” (p. 29). This involved at 
least a reduction of remittances of earnings to Europe, and 
possibly direct investments in the Gold Coast from outside. 

Another factor was the increasing number of European staffs 
and their families whose expenditure is very largely upon imported 
goods and who, having accounts with the main stores, tend to get 
privileged treatment, and are able to buy at controlled prices. 

In the midst of these substantial changes in the economy of 
the Gold Coast, Britain had the sterling convertibility crisis of 
August 1947. As a result, presumably, of requests from Britain 
the Gold Coast decided to tighten, rather than relax, restrictions 
on imports. At the opening of the meeting of the Legislative 
Council on September 16, 1947, His Excellency, the Officer 
Administering the Gold Coast, announced the need for a “ rever- 
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sion to an austerity plan for the import programme ” in order 
“ to save as much as possible in the consumption of imported 
goods.” The Acting Colonial Secretary, in a broadcast on Sep- 
tember 30 , announced the further sacrifices to “ help Britain and 
the Empire.” He said, “ Even now there are not nearly enough 
goods in the country, and because of this economic crisis we are 
going to have to reduce them still further.” These speeches were 
published in full in the official Cold Coast Bulletin in September 
and October 1947. 

The decisions to pay more of the proceeds of exports to the 
cocoa growers and to refuse to allow those increased proceeds into 
the Gold Coast were mutually inconsistent. The policy of 
reducing imports was not pursued, and imports were allowed to 
rise, but they were still restricted and did not rise sufficiently. 
The result was that the Africans in the Gold Coast experienced a 
rather crude inflation. The Government by import restriction 
was maintaining a more favourable balance of trade than the 
members of the community with cash resources would willingly 
agree to. The cocoa farmers and Government employees did not 
wish to save their increased incomes and invest them in sterling 
balances. The Government could not reduce the payments to 
cocoa growers whilst world prices remained so high, they did not 
wish to hinder any kind of “ development ” and they postponed 
raising rates of taxes and investing the additional receipts in 
sterling balances. 

The inflation produced forced savings which were invested in 
Britain. Increased currency went into circulation, there being 
an increase of £3-7 million, or over 25%, in the last nine months 
of 1947. Increased currency in the United Kingdom is associated 
with increased borrowing by the British Government, and the 
value of the increase can be used for the benefit of the people of 
the United Kingdom. In the Gold Coast the currency is not 
backed by Gold Coast Government debt, but by sterling balances, 
and so currency inflation there is a forced loan, benefiting not the 
Gold Coast, but the United Kingdom. If prices rise there more 
than elsewhere it is forced on the Gold Coast by an undue restric- 
tion of imports. 

When the Gold Coast Government sold investments to meet the 
budget deficit it obtained sterling in exchange. When Gold Coast 
exporters sold exports which were not paid for by imports they 
received sterling or foreign currency. If they received foreign 
currency they exchanged it, as they were required to do, for 
sterling through the exchange control. Both exporters and 
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Government had sterling, but they required West African ourrenoy 
to meet their increased local commitments, exporters to the cocoa 
growers and the Government to its employees. There were two 
ways of obtaining the West African currency. They could use the 
sterling to buy imports which could be sold in exchange for West 
African currency. Alternatively, they could obtain the required 
currency from the West African Currency Board in exchange for 
sterling. To avoid inflation the exporters and Government ought 
to have met more of their commitments, not by currency created 
for the purpose by the Currenoy Board, but by currency obtained 
locally as a result of selling increased commodity imports. 

Considering (in the abstract) the influence of African produc- 
tion of cocoa in the Gold Coast we have all the features described 
by Mr. Harvie as deriving from improved terms of trade in an 
undeveloped country. There is the favourable balance of trade, 
overseas investment, a large multiplier and therefore severe 
internal inflation, together with a small increase in imports in 
relation to the total increase in internal demand. The trouble, 
however, was not brought about naturally by a low marginal 
propensity to import, but because the overseas investment was 
forced upon the community by import restrictions. It was 
associated with increased currency reserves, rather than by a free 
investment of accumulated reserves. 

It is well that there is not really a low marginal propensity to 
import in undeveloped countries or one would be inclined to argue 
persuasively that native inhabitants should never be allowed to 
benefit directly from any permanent improvement in the terms of 
trade, or even from any normal but permanent increase in exports, 
because if they are allowed to do so their high marginal propensity 
to consume and their low marginal propensity to import will make 
internal inflation inevitable. (One would argue for increased 
social services and other indirect benefits.) There is, however, no 
reason to assume that improving real standards of living for people 
of undeveloped countries, if associated with an increased value of 
exports, must also be associated with capital exports. 

H. S. Bookeb 

London School of Economics and 
Political Science. 
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Notes On Adam Smith’s Library And The 
Bonar Catalogue 1932 

Some slight revisions appear necessary to the paper written 
by Mr. Claude Jones and published in the Economic History 
Supplement to the Economic Journal, February 1940. It is 
with a view to making such revisions, and setting forth additional 
information on some of the Adam Smith books, that the present 
brief report is being written. I wish to express my thanks to 
Dr. G. Heberton Evans, Jr., of the Johns-Hopkins University, 
for the kind assistance given me in the examination of books from 
the library of Adam Smith, now held by the University in the 
Hutzler Collection. 

It is hoped that the explanations given in respect to the 
Condorcet Tracts will afford some scholar an opportunity to clear 
up the mystery of Appendix V in Dr. Bonar’s second edition of 
his catalogue. To facilitate reference, the lists of books, and the 
notes thereon, are divided in five sections, as follows : 

Section 1. Johns-Hopkins (Hutzler) Collection : Listed in 
Bonar. 

Section 2. Johns-Hopkins (Hutzler) Collection : Not Listed. 
Section 3. Johns-Hopkins (Hutzler) Collection : Not Listed 
(Bonar or Jones). 

Section 4. Private Collection : MacGarvey : Listed in 
Bonar. 

Section 5. Private Collection : Hollander : Listed in Bonar. 

Section 1 

(Samuel Butler) Hudibras, in three parts; written in C. 

the time of the late wars; cor- 
rected and amended. 2 vols., 

3rd edition. London 1772 

Samuel Butler The genuine remains in verse and C. 

prose of Mr. Samuel Butler, author 
of Hudibras. 2 vols. 

London 1759 

(Note ; Shown as unlisted, by Jones.) 

John Arbuthnot Tables of antient coins, weights and C. 

measures. 2nd edition 

London 1754 

Blewitt, George An enquiry whether a general prac- Johns- 

tice of virtue tends to the wealth Hopkins 

or poverty, benefit or disadvantage University, 

of a people. London 1725 Baltimore, 

Maryland. 
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Bound together with : 

Law, William Remarks upon a late book, entituled, Johns- 

The fable of the bees ; or Private Hopkins 
vices publick benefits. 2nd edi- University, 
tion. London 1725 Baltimore, 

Maryland. 

Chalmers, George Political annals of the present united C. and J. 

colonies, from their settlement to 
the peace of 1763; compiled 
chiefly from records ; and author- 
ized often by the insertion of state- 
papers. London 1780 

(Note : Dr. Bonar lists this book as part of the Japanese collection, 
though the volume was acquired by Mr. Hutzler of Baltimore, prior to 
1932.) 


Acad&nie Royale des 
inscriptions et belles 
lettres 

Choix des m6moires de 1’ Academic 
royale des inscriptions et belles 
lettres ... 3 vols. London 1777 

C. 

Destouches, Phillippe 
Nericault 

Oeuvres dramatiques ... 4 vols. 

Paris 1757 

C. 

de Luc, Jean Andr6 

Recherches sur les modifications de 
l’atmosphere. 2 vols. 

Geneve 1772 

C. 

Shaftsbury (Anthony 
Ashley Cooper) 

Characteristics of men, manners, 
opinions, times. Vols. 2 and 3. 

London 1737-8 

G.T. 

Robertson, Wm. 

The History of Scotland during the 
reigns of Queen Mary, and of King 
James VI. 2 vols. London 1759 

B. 

Sibbald, Sir Robert 

The History, ancient and modern of 
the sherrifdoms of Fife and Kin- 
ross. Edinburgh 1710 

C. 

Smith, John 

Gaelic antiquities, consisting of a 
history of the druids. 

Edinburgh 1780 

C. 

Lysias 

Orationes graoce et latine ex inter- 
pretation© et cum notis Ionnais 
Taylori. Cantabrigiae 1775 

G.T. 

Macpherson, James 

Fingal, an ancient epic poem in six 
books : together with several other 
poems, composed by Ossian, the 
son of Fingal. London 1762 

C. 

Macpherson, James 

Original papers, containing the secret 
history of Great Britain, from the 
restoration to the accession of the 
house of Hanover. 2 vols. 

London 1775 

Q.C. 

Forbonnais, Francois Considerations sur les finances 
V6ron Duverger de d’Espagne n.p. n.d. 

Bound together with : 

G.T. 

Forbonnais 

Reflexions sur la necessity de com- 
prendre 1’ etude du commerce et 
des finances dans celle de la 
politique. n.p. n.d. 

G.T. 


(Note : These two volumes are listed by Dr. Bonar on pace 177, 
under “ Spain.”) 
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Trade New and old principles of trade E.U. 

compared : or a treatise on the 
principles of commerce between 
nations, with an appendix. 

London 1788 

Bound together with : 

Turgot, Anne Robert Reflections on the formation and dis- E.U. 
Jacques tribution of wealth. (Trans, from 

the French.) London 1793 

(Note : It would appear that all of Mr. George Turner’s collection, 
with the exception of L’Ordre Naturel of Mercier de la Riviere, were 
acquired by Mr. Hutzler of Baltimore for the Johns-Hopkins University.) 


Section 2 

Burnet, Gilbert Some letters, containing an account 

of what seem’d most remarkable 
in travelling thro’ Switzerland, 

Italy, some parts of Germany, etc, 
in the years 1685 and 1686. 

London 1724 

Bussy, Roger de Ita- Histoire amoureuse des Gaules. 
butin, Comte de Vols. 1 and 2. 

Paris (Grange) 1754 

Brosses, Charles de Traits de la formation mecanique des 

langues et des principes physiques 
de 1’ etymologic. 2‘vols. 

Paris 1765 

Cliquot de Blervache, Le r6formateur, ou Nouveau projet 
Simon r^gir les finances, augmenter le 

commerce, la culture des terres 
etc. Nouvelle edition. Paris 1757 

Duclos, Charles Pinot Considerations sur les moeurs de ce 

si£cle. Berlin 1751 

Anonymous The present state of the republick of 

letters. Vol. 12 only. n.p. 1733 

Condorcet, Marie Jean Essai sur l’applieation de l’analyse 
Nicolas Caritat, k la probability de decisions ren- 
Marquis de dues k la plurality des voix. 

Paris 1785 

(Note : The following five items are bound together in one volume 
bearing the title “ Condorcet Tracts ” on the spine.) 

Condorcet, Marie Jean 1. Examen do cette question : Est-il 
Nicolas Caritat, utile de diviser une assembly© 

Marquis de national© en plusieurs chain- 

bres ? n.p. n.d. 

(Special Note : On the fly-leaf is written : “ Mr. Maconochie, Advo- 
cate, 1790 ” “ from Dr. Adam Smith.” This does not appear to be in 
Adam Smith’s writing. However, on the verso of the flyleaf, apparently 
in Dr. Adam Smith’s writing, is a complete list of the contents of the 
volume. The front cover of the book, on the inside, has a small gummed 
label reading : “ Supplied by the Museum Book Store, 45 Museum St., 
London W.C .” 

Same 2. Sur la necessity de fair© ratifier la 

constitution par les citoyens, et 
sur la formation des commu- 
naut6s de campagne. 

Paris n.d. 
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Some 3. Lettre . . . It M. le comte Mathieu 

d© Montmorency. 

Paris 1789 

Same 4. Second© Lettre & . . . M. le comte 

Mathieu de Montmorency. 

Paris 1789 

La Harp©, Jean Fran- 5. filoge de Voltaire, 
cois de Geneve, Paris 1780 

(Note : On top of the title page : “ Pour M. Adam Smith de la 
Soci6t£ Royale dela part del’ auteur. ) 

Great Britain, Treat- Leges marchiarum, or Border Laws, 
ies, etc. . . . With a preface, and an ap- 

pendix of charters and records. 

By William, lord bishop of Carlile. 

London 1747 

Philological inquiries, in three parts, 
by James Harris. London 1781 

L’anti quite devoil6e par sea usages. 

Vols. 2 and 3. Amsterdam 1766 
Histoire de TAcad^mie Francois© 
depuis 1662, jusqu’a 1700. 

Amsterdam 1730 

Ramsay, Allan The ever-green, being a collection of 

Scots poems, wrote by the ingeni- 
ous before 1600. Vol. 2. 

Edinburgh 1761 

(Stanislaus, I. Lesz- La voix libre du citroyen, ou Obser- 
cynski. King of vations sur le gouvemement de 
Poland, 1677-1766) Pologne. 2 vols. 

(Amsterdam) 1749 

Anon. ficrits pour et contre lea immunity 

pr^tendues par la clerg6 de France. 

3 vols. La Haye 1761 

Tibullus, Albius . . . Carmina . . . No vis curis casti- 

gavit. Chr. S. Heyne. 

Lipsiae 1777 

Sudre and Others L' Affaire de Colas ... A collection 

(bound in one) of items by (Sudre) ; Lavaysse, 

David ; Lavaysse, Gaubert ; 

(Loyseau de Mauleon) ; (Duroux) ; 

(Elie de Beaumont) ; Marietta. 

Viz : M6moire pour le Sieur Jean Caias. 

Toulouse n.d. 

M6moire Justificatif pour . . . Louis 
Caias. Toulouse n.d. 

Reflexions pour les Caias. 

Toulouse n.d. 

Suite par les Caias. Toulouse 1762 

Observations pour . . . Jean Caias 
. . . Etc. n.p. 1762 

Trublet, Nicolas, M6moires pour servir & l’histoire de 
Chas. J. la vie et les ouvrages de M. de 

Fontenelle. Amsterdam 1761 

(Voltaire, Francois La philosophic de l’histoire. 

Marie Arouet de) Amsterdam 1766 

Zenophon . . . Memorabilium Socratis dicto- 

rum . . . cum notis integris Emesti. 

Oxonii 1741 


Harris, James 


(Holbach, Paul Henri 
Thiry, baron d’) 
Olivet, Pierre Joseph 
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Section 3 

Memoirs of the affairs of Scotland 
containing a full and impartial 
account of the revolution in that 
kingdom begun in 1567 ... by 
Her Majesty r s historiographer for 
the kingdom of Scotland. 

London 1706 

Trait6 des animaux . . . Par M. 

L’Abb6 de Condillac. ... On a 
joint k cet ouvrage un extrait 
raisonn6 du Trait6 des sensations. 

Amsterdam 1755 

Section 4 

A Collection of interesting, authentic B. 

Papers, relative to the Dispute be- 
tween Great Britain and America ; 
shewing the Causes and Progress 
of that MISUNDERSTANDING 
from 1764 to 1775 : Printed for J. 

Almon. London 1777 

(Note : Contained in a brown cloth slip-case marked 44 Adam Smith’s 
Copy ”.) 

Stewarts; (George A genealogical history of the family B. 

Crawford) of the Stewarts, from 1304 to the 

year 1710, collected from Public 
Records. To which is prefixed a 
general description of the Shire of 
Renfrew. Edinburgh 1710 

(Note : There are two small notes in what appears to be Adam 
Smith’s writing, in the index of this volume.) 

Section 5 

Akenside, Mark The poems of Mark Akensido M.D. C. 

21*5 cm. 492 pages, Calf. 

London 1772 

(Note : The information in respect to this was taken from page 146 
of the catalogue of 44 The Economic Library of Jacob H. Hollander, 
Ph.D.”, and was verified by reference to one of the Trustees charged 
with the sale of this famous library.) 

In conclusion, although it would seem to be without profit 
further to offer conjecture on the mystery surrounding the 
student’s MS. notes (as related by Professor W. R. Scott in 
Appendix V of Dr. Bonar’s catalogue), there appears to be no 
doubt that the " Mr. Maconochie, Advocate, 1790,” the recipient 
of the “ Condorcet Tracts,” was the Lord Meadowbank whose 
son’s signature appears on the front cover of the MS. lectures on 
Justice, Police, etc. It could not have been Alexander Macono- 
chie, who died in 1786, although Adam Smith had encountered 
this gentleman in 1765, when acting as “ Commissioner for taking 
Evidence at Toulouse in the Douglas Cause ” (vide W. R. Scott, 


(Crawford, David) 


Condillac, Etienne 
Bonnot de 


Prior Documents, 
1764-1775 
(Remembrancer ) 
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Adam Smith as Student and Professor, page 269). There is thus 
indicated a possible link between Allan Maconochie, Lord Meadow* 
bank, and Alexander Murray, Lord Henderland (who died the 
same year that Meadowbank ascended the Ben#h); and offers 
a valid basis for the appearance of the MS. among the Maconochie 
family affects. That the Condorcet Tracts were presented to 
Lord Meadowbank the year of Adam Smith’s death, would argue 
a close bond between the great economist and “ Mr. Maconochie, 
Advocate ” or else infer that the latter had served Dr. Smith in 
some manner as to deserve the presentation copy of the collection 
of significant tracts. 

The only other writing of the famous Marquis de Condorcet 
which appears to have been in the Adam Smith Library, his 
“ Essai sur l’application de l’analyse . . a presentation copy 
inscribed by the author to Dr. Adam Smith, has also failed to 
be included in the Bonar Catalogue, and has turned up over here 
in Baltimore, in the Hutzler Collection. 

Charles J. MacGarvey 

Maryland. 


CURRENT TOPICS 

We heartily congratulate our Treasurer, Mr. H. C. B. Mynors, 
on his recent appointment as a Director of the Bank of England. 


We congratulate Mr. F. W. Paish on his appointment to the 
University of London Chair of Economics with special reference 
to Business Finance, tenable at the London School of Economics. 


The following have been appointed to University Lectureships 
in the Faculty of Economics at Cambridge : Mr. N. Kaldor, Mr. 
A. R. Prest, Mr. F. Thistlethwaite. Mr. A. D. Roy has been 
appointed to a Faculty Assistant Lectureship in Statistics. 


The Sir Richard Garton Memorial Prize, announced in the 
Economic Journal of March 1948, has not been awarded, no 
essay having been submitted which in the opinion of the examiners 
reached the required standard. Minor awards from the fund are 
being made to two candidates whose work was judged to show 
merit and promise. 
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The prize of 100 guineas is again offered this year for competi- 
tion for an essay in applied economics. The closing date is 
December 31, 1949. A subject may be chosen from the following : 

^ (1) The factors determining productivity in a particular 

industry. 

(2) A contribution to the study of the incomes or ex- 
penditure of the middle income groups. 

(3) A quantitative study of habits and channels of 
saving. 

(4) A realistic study of price formation in a particular field. 

(5) Regional variations in wages : their causes and their 
influences on industrial location. 

Other subjects may be considered in particular cases on applica- 
tion. Intending candidates should communicate with the 
Secretary of the National Institute of Economic and Social 
Research, 2 Dean Trench Street, London, S.W.l, who will inform 
them as to the conditions of the prize and the required standing of 
candidates. 


The following have compounded for life membership of the 
Royal Economic Society : — 

Barbey, E. Malhotra, M. M. Tocatly, A. M. 

Chandra, M. C. Samuelson, Prof. P. A. Tzangrides, N. 

Little, 1. M. D. Singh, G. Zabal, E. 


Library Compositions : — 

Cambridge University Union Society. 
Hendon Technical College. 

The following have been admitted to 
Society : — 


Agranat, L. 
Ahluwalia, K. S. B. 
Antonio, D. 
Arredondo, Prof. 

R. M. 

Ashworth, R. 

Ayyar, S. A. R. 
Baker, Prof. H. G. 
Baumol, W. J. 
Baxter, W. T. 

No. 234— -voiu TJX. 


Beale, Rev. John. 
Bedi, J. K. L. 
Benario, Dr. M. 
Bentley, W. F. F. 
Bloom, S. S. 
Borwanker, V. A. 
Briscoe, H. A. 
Brookes, A. 
Brooks, D. E. 
Brown, K. L. 


membership of the 

Bryan, W. D. 

Buchi, J. H. 

Burgess, S. H. G. 
Cammack, E. 

Cassin, R. F. 

Chanda, Prof. M. C. 
Chung-Wee, A. C. 
Chung-Wee, C. R. 
Coleman, D. G. 

Cook, A. 


T 
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Cooke, R. C. 
Coulbom, W. A. L. 
Crompton, E. J., 
Croasley, B. 
Derbyshire, B. N. 
Davies, J. H. 
Dawson, A. V. 
Desai, Y. T. 
Despres, Prof. E. 
Dimond, 6. 

Doran, G. F. 
Duxbury, A. H. 
Edminster, R. R. 
Edwards, D. S. 
Elsmore, S. G. 
Evans, E. E. 
Famodu, J. O. 
Fazakerley, T. W. 
Filtness, L. W. H. 
Finlayson, V. A. 
Foley, N. G. 

Foster, Prof. D. L. 
Foster, R. S. 
Fowler, D. 
Franklin, B. 

Fraser, I. G. 
Gallerstein, D. H. 
Garud, S. G. 

Ghosh, K. K. 
Glyn-Jones, R. F. 
Goforth, W. W. 
Goodall, H. A. 
Goode, R. B. 
Greenstein, I. 

Grey, R. Y. 
Gribbin, W. 

Grimes, C. K. 
Gruberg, Dr. V. L. 
HaU, H. F. 

Hamot, H. B. 
Hardman, L. K. 
Harries, D. H. 
Harrison, F. 


Harrison, F. W. 
Hawkins, L. P. 
Hewitt, E. W. K. 
Hill, R. H. 

Hills, E. G. 

Hirst, G. A. N. 
Hogan, W. T. 
Howard, N. W. 
Howitt, S. R. L. 
Hughes, J. J. 

Jabbar, A. C. A. 
Jackson, R. 

Jacques, D. E. 
Jassawalla, S. P. 
Jennens, J. G. 
Johnson, L. A. H. 
Johnson, W. E. 
Jones, D. R. 

Kaul, M. N. 

Keenan, J. A. C. 
Kennett, Dr. L. 
Killick, S. C. 
Koenigsberger, W. 
Krishnamurthy, P. S. 
Lancaster, Miss T. 
Landau, A. 

Lanphier, H. S. 
Laws, N. J. H. 
Layer, Prof. R. I. 
Lebem, S. A. 

Lee, K. W. 

Lees, A. W. 

Leng, D. C. P. 
Lipstein, B. 

Little, I. M. D. 
Loftus, P. J. 
Longley, R. 

Low, Mrs. J. B. 

Lutz, J. P. 

Lyle, L. D. 

Lysons, F. A. 
MacKinnon, I. 
Maizels, A. 


Majumdar, C. 
Mathieson, A. 
Meira-Serantes, Don 
R. 

Meredith, R. G. 
Middlewick, V. T. 
Miles, H. N. 

Moore, T. O. 

Mort, D. A. P. 
Motha, J. R. B. 
Nadarajan, M. 
Odumssu, J. O. 

Opie, J. D. 
Oppenheimer, Dr. 

A. S. 

Osoba, P. J. 

Ota, T. 

Parmar, M. G. 
Partridge, L. A. 
Pearse, G. B. 

Pegler, J. D. H. 
Pickles, M. B. R. 
Pinshow, L. 
Podhorzer, J. 

Poon, K. C. 

Potts, W. B. 

Prest, A. R. 
Rabinowitz, N. 
Radford, J. 
Rajabathor, N. 
Ramaswami, Y. K. 
Rao, D. S. N. 
Ratchford, Dr. B. U. 
Rates, R. D. 

Riley, R. H. 

Roberts, H. 

Rosen, M. M. 

Ross, Miss R. 

Rudas, A. P. 

Rymill, R. R. 
Samuelson, Prof. 

P. A. 

Sastry, V. R. 
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Satzew, Prof. Dr. M. 

Stead, G. B. 

Uhr, Prof. C. G. 

Savage, R. F. 

Streeten, P. P. 

Vaines, S. 

Schwarz, K. 

Stribley, W. M. 

Van Ooteghem, A. 

Segal, E. H. 

Sum, T. K. 

Vaughan, G. C. 

Seshan, M. 

Sykes, D. 

Vos, F. I. H. 

Shaida, P. K. 

Talbot, E. W. 

Wallace, P. W. 

Sharp, J. 

Teasdale, M. 

Weinstock, A. 

Shaw, C. V. 

Thakker, K. R. 

Welton, A. G. 

Simmons, Prof. E. C. 

Thomas, P. S. 

Whitman, G. E. 

Singh, A. T. 

Thompson, J. B. 

Whyatt, F. 

Smith, C. D. 

Thweatt, W. 0. 

Wise, T. F. 

Sofer, C. 

Trias-Fargas, R. 

Withington, F. C. 

Somaiya, C. D. 

Tucker, J. T. 

Yogi, M. V. 

Southam, E. A. 
Speight, H. 

Turpin, A. C. 

Zolotas, Prof. X. 

The following have been admitted to 
of the Society : — 

Library membership 


Atlanta University. 

Austin College. 

Banco do Brazil. 

Bard College. 

Brandeis University. 

British Electrical & Allied Manufacturers’ Association. 
British Institute of Management. 

Chinese Social & Political Association, Peiping. 

Circle for the Science of Science, Krakow. 

Department of External Affairs, Ottawa. 

Economic Cooperation Administration, Washington. 
E. Lee Trinkle Library, Mary Washington College. 
General Motors Overseas Operations, New York. 
Joseph Lucas, Ltd., Birmingham. 
Konjunkturinstitutet, Stockholm. 

Michigan State College. 

Moneys Patents Ltd. 

National Human University. 

National Nankai University. 

Northern Idaho College. 

North Texas State Teachers College. 

Ohio University. 

Rolvaag Memorial Library. 

University of Detroit. 



268 


THE ECONOMIC JOURNAL 


[JUNE 1949 


Dr. Kalecki has written concerning a point of interpretation 
in the review of Dr. Tsiang’s The Variations of Real Wages and 
Profit Margins in Relation to the Trade Cycle by Mr. T. Wilson 
in the Economic Journal for September 1948. Mr. Wilson 
attributed to Dr. Kalecki the view that the rise in profit mar gins 
during the depression was partly due to the overhang of “ care- 
less buying ” during the boom. Dr. Kalecki has made no state- 
ment to this effect, and Mr. Wilson agrees that he was not justified 
in supposing that this was implicit in his general discussion. 
According to Dr. Kalecki the “ Harrod Effect ” operated with a 
time-lag during the recovery of the thirties, but he does not say 
that there was a similar time-lag at the onset of the depression. 
Mr. Wilson had deduced that since the change in consumers’ 
habits is held to be slow at one turning point, there will also be 
a hang-over, according to Dr. Kalecki ’s theory, at the other 
turning point. 


The Royal Economic Society would be glad to obtain returned 
copies of certain recent issues : those for September and December, 
1947, and March, June and September, 1948. Any member who 
may care to return copies in good condition to the Assistant 
Secretary, 6 Humberstone Road, Cambridge, will be paid 3s. 6 d. 
for each issue. No other issues than those shown above are 
required or will be purchased. 


The Secretary has been approached recently by several bodies 
of students, chiefly on the continent of Europe, who would like 
to acquire copies of the Economic Journal but cannot afford 
to pay the full subscription. Would any subscriber who would 
be prepared to send on a copy of the Economic Journal after 
an interval, please inform the Secretary at the Marshall Library, 
Downing Street, Cambridge? 



RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society . 

Vol. CXI, Part I, 1948. On the Financial Position of the Society : 
D. Heron. Proceedings of a Special General Meeting of the Society held on 
20th November , 1947 . The Collection of Morbidity Data from Hospitals: 
H. Cotton. On the Distribution in Time of the Births in Successive 
Generations : P. H. Leslie. A New Regression Analyser : G. H. 
Orcutt. 

Vol. CXI, Part II, 1948. Cost of Living Subsidies : J. H. Jones. The 
Fire Census and Technical Field Intelligence Work of the Joint Fire Re- 
search Organization : J. Wallace. United Kingdom Merchant Shipping 
Statistics : M. G. Kendall. Working Class Clothing Consumption , 
1937-1938 : Mrs. K. H. Ross. 

Oxford Economic Papers ( New Series). 

Vol. I, No. 1, January 1949. The Function of Exchange Rates : Sir 
Hubert Henderson. Notes on Britain's Bargaining Power : G. D. A. 
MacDougall. Programmes and Allocations in the Planned Economy : 
T. Wilson. A Reconsideration of the Theory of the Individual Business : 
P. W. S. Andrews. A Reformulation of the Theory of Consumers' 
Behaviour : I. M. D. Little. The Nature of Interest Rates : G. L. S. 
Shackle. Types of Competition and the Theory of Employment : 
B. R. Williams. 

The Political Quarterly. 

J anuary -M arc ff 1949. Domestic Record of the Labour Government : 
D. G. Macrae. Next Steps in Domestic Economic Policy : J. E. Meade. 
Voluntary Action : T. H. Marshall. A View of Whitehall : 
Pensioner. After the American Elections : N. Mackenzie. Federal 
Constitutions and Social Planning : W. Friedmann. Trade Unions and 
Trade Unionists in Britain today : G. D. H. Cole. Democracy in Town 
and Country Planning : Monica Felton. 

The Economic History Review. 

Second Series, Vol. I, No. 1, 1948. The Birmingham Ecojiomists , 
1815-1850 : S. G. Checkland. The Discovery of China Clay ; N. J. G. 
Pounds. Ridge and Furrow and the Open Fields : M. W. Beresford. 
The Chamber of London in 1633 : M. C, Wren. Conjoint -Tenants and 
Tacksmen in the Isle of Lewis, 1715-26 : A. Geddes. Recent French 
Writings in the Social and Economic History of Modern France : 
P. Leuilliot. 

Population Studies . 

December 1948. Family Allowances in Belgium : E. Susswein. The 
Longevity of Jews in Canada , 1940-1942 : M. Spiegelman. The Estima- 
tion of Total Family Size of Occupation Groups from the Distribution of 
Births by Order and Duration of Marriage : J. Hajnal. Population 
Statistics and Population Registration in Norway. Part 2 : Julie E. 
Backer. A Sample Survey of the African Population of Southern 
Rhoderia : J. R. H. Shaul and C. A. L. Myburgh. Some Comments on 
Mr. K .meTs Paper “ The Relation# between Male and Female Reproduc- 
tion R es " : J. Hajnal. A Rejoinder : P. H. Karmel. A Note on 
some Vital Statistics of a Primitive Peasant Community in Sierra Leone : 
R. D. Harding. 

The Sociological Review. 

Vol. XL, Section 1, 1948. Some Conceptions of Liberty : G. P. Gooch. 
Vol. XL, Section 2, 1948. On the Nature of Value : B. Anstey. 

Vol. XL, Section 3, 1948. Community Integration and the Community 
Centres : P. Halmos. 
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Vol. XL, Section 4, 1948. The Mende Farming Household: K. L. 
Little. 

Vol. XL, Section 6, 1948. The Nature of an Organic Society : the concept 
of the “ assessment group ” : G. R. Taylob. 

Vol. XL, Section 6, 1948. Social Change in Modem China : Hsiao - 
Tung Fei. 

Vol. XL, Section 7, 1948. Psycho-social Forces : their nature and their 
interaction : M. Mackenzie. 

International Affairs, 

Jantjaby 1949. The European Recovery Programme in Operation : T. K. 
Finletteb. French Views on European Union : R. Coubtin. A 
Survey of Economic Problems in China : A. E. Masker. India's Foreign 
Policy : A. Appadorai. The Ex-Italian Colonies : F. E. Stafford. 
Civil Aviation ; international questions outstanding : I. Thomas. The 
Work of the International Refugee Organization : Sir Arthur Rucker. 

The Eugenics Review . 

January 1949. Byrom Stanley Bramwell , 1877-1948 . The Eugenics of 
the Utopians : P. Bloomfield. Legal and Social Implications of 
Artificial Insemination : C. Binney. Sterilization and Social Welfare : 
Moya Woodside. 

Accounting Research . (Published for the Incorporated Accountants' 
Research Committee.) 

Vol. I, No. 1. The Presentation of the Central Government Accounts : 
F. Sewell Bray and Richard Stone. Accounting Research : G. O. 
May. “ Fifty Years " ; F. R. M. de Paula. The Nature of Income and 
Capital : F. Sewell Bray. The Use of Departmental Accounts , in 
particular as a guide to the allocation of floor-space : E. B. Palmer. 
Replacement Costs — an economist's view : L. T. Little. 

Bulletin of the Oxford University Institute of Statistics. 

January 1949. Is there Bias in the Interim Index of Retail Prices ? : D. 
Seers. Nutrition at Low Cost : T. Schulz. 

London and Cambridge Economic Service. 

Vol. XXVII, Bulletin. February 1949. United Kingdom. World 
Commodity Survey . Statistical Tables U.K. 

The Banker . 

January 1949. Europe's Four -Year Plans. Return to Monetary Policy ? 
February 1949. The Banks in 1948 . Sterling for Europe . Bankers and 
Disinflation. Western Germany Revives : J. Midgley. 

March 1949. The Future of the Stock Exchanges. The Editor, T. R. 
Maguire, H. Cowen, H. Wincott, D. Sachs and A. G. Ellinger. 
The Chances of French Recovery : C. R. Hargrove. 

The Banker's Magazine . 

December 1948. Monetary Reconstruction. Profit in Trust Business : 

D. Paluster. Seasonable History : W. Ridley. 

January 1949. The Road Uphill. The Banking Year. Of Minds and 
Men. 

February 1949. Lord Catto Retires. Germany Revisited Autumn , 1948. 

Town and Country Planning Act , 1947 : D. J. Malin. 

March 1949. Sterling Convertibility : Sir Cecil Kisch. Irish Banking 
in 1948. 

Barclays Bank Review. 

February 1949. The Need for Economy. Canada's Future . 

District Bank Review, 

March 1949. Whither Prices f : W. A. Lewis. The Mobility of Labour : 
W. Hagenbuch. Economic Change in the North - West . 
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Midland Bank Review . 

February 1949. Question-mark over the Dollar : United States monetary 
conditions . The Evolution of Exchange Control in the United Kingdom , 
1939-49. 

National Provincial Bank Review. 

February 1949. The Future of Europe : Sm Duff Cooper. Priorities 
in Tax Relief : H. G. Hodder. Plus pa change. 

Westminster Bank Review. 

February 1949. Feeding the World's Peoples : L. Dudley Stamp. 
The Chairman's Statement . Facts about Sugar. The Organization of 
Marshall Aid. Mechanization in Agriculture. 

Planning. 

Vol. XV, No. 292. The Machine Tool Industry. 

Vol. XV, No. 293. The Assessment of Housing Needs. 

Vol. XV, No. 294. Agricultural Executives. 

Vol. XV, No. 295. The Motor Industry , II. Commercial Vehicles. 

Progress. 

Vol. 40, No. 221. Pioneers in East Africa : A. Hurd. Mental Health in 
Industry : G. R. Hargreaves. West African Middleman : Richenda 
Scott. Television Boom : H. Thomas. Four Centuries of Anglo -Dutch 
Relations : Charles Wilson. 

Town and Country Planning. 

Vol. XVI, No. 63. Economic Background to Town Planning : A. E. 
Telling. The Chester Redevelopment Plan : S. Moorhouse. Future 
of Agriculture : H. E. Seaton. 

Vol. XVI, No. 64. Winter, 1948-9 . Around the Netherlands : F. J. 
Osborn. Crawley New Town : A. Minoprio. Dispersal and/or Big 
Cities : R. Sinclair. 

Planning Outlook. ( The Journal of the School of Town and Country 
Planning, King's College , Newcastle-upon-Tyne.) 

Vol. 1, No. 1. July 1948. After Oeddes : T. Findlay Lyon. Man 
Proposes : G. H. J. Daysh. Towards an Urban Landscape : B. Hackett. 
Planning Legislation : J. Charlesworth. Planning for Delight : B. 
Allsopp. 

The United Africa Company Limited Statistical and Economic Review. 

No. 2. September 1948. What Cocoa means to the Economy of the Gold 
Coast. Statistics. The Company's River Fleet and Port , Nigeria. 

B.I.M. Management Abstracts. (The British Institute of Management.) 

Vol. I, No. 1. September 1948. General Management and Organization . 
Works Management. Personnel and Welfare . Financial Management. 
Distribution. Supplies. Transport. Statistics. Public Administration. 
Education and Training. 

Vol. I, No. 2. October 1948. Similar information . 

Vol. I, No. 3. November 1948. Similar information. 

The Canadian Journal of Economics and Political Science. 

November 1948. Freight Rates and Regionalism : A. W. Currie. Some 
Aspects of Recent Freight Rate Discussions : R. E. Moffat. Some 
Aspects of the Treatment of Time in Economic Theory : W. C. Hood. 
Problems in Census Taking : O. A. Lemieux. Some Aspects of Rural 
Municipal Finance : A. Stewart and E. J. Hanson. The Municipal 
Business Tax in Canada : R. M. Clark. Professor Samudson on 
Foundations of Economic Analysis : M. W. Reder. 
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February 1949. The Use of Sampling Procedures and Role Theory in 
Sociological Research : O. Hall . The Economics of Low-Rent Housing : 
L. C. Marsh. The Development of National Accounts in Canada : S. A. 
Goldberg. Industrial Relations Research and Social Theory : 0. W. M. 
Hart. Electoral Corruption and Controverted Elections : N. Ward. 
Administration and Primitive Economy : H. B. Hawthorn. 

The Economic Record . 

December 1949. Towards a Dynamic Economics : B. Higgins. Professor 
Jewkes and the Alternative to Planning : D. B. Copland. Building 
Industry Statistics : J. M. Hamilton and J. M. Ware. Australian 
Tariffs and Imperial Control : J. A. La Nauze. Financial Systems in 
Federations : G. L. Wood. The Australian Coal Industry : F. R. E. 
Mauldon. 

The South African Journal of Economics . 

September 1948. The Coal Industry in the Union of South Africa : P. E. 
Hall. Native Urban Employment : Sheila T. V. D. Horst, Limiting 
Factors in World Development , or what is possible ? : Sir Harold 
Hartley. The Industrial Council System and the Community : Sheila 
T. V. D. Horst. 

December 1948. The Development of the Use of Electricity in South 
Africa . Investigation into the Distributive Trade in Blankets (Transvaal) 
under Conditions of Controlled and Free Markets , 1947-48 : T. Van 
Waasdijk. The Balance of Payments of Southern Rhodesia , 1939-1947 : 
Central African Statistical Office. Some Problems in Writing an 
Official “ Civil ” History of the War : H. M. Robertson. 

The Indian Journal of Economics . 

July 1948. Utility and its Place in Economics : V. S. Anantachar. 
Some Factors in Indian Economic Development : W. Adam. Subjective 
Cost of Financing Industrialisation : N. K. Sarkar. Peace in Industry : 
S. K. Rudra. 

October 1948. Conference Number , Budgetary Scope for Planning in 
Madras : R. Balaxrishna . National Budgets and Economic Planning : 
V. M. Paranjpe. Budgeting for Full Employment : R. N. Poduval. 
Budgets and Planning in India : K. N. Bhattacharya. Measurement 
of the “ Burden " of the Public Debt : K. L. Dalal. Post-war Planning 
and Budgetary Policy in India : V. R. Cirvante. Planning of Produc- 
tion through Tax Adjustments : M. H. Gopal. The Dollar Shortage and 
the International Monetary Co-operation : V. M. Paranjpe. The Future 
of International Investment : K. Anantaram. International Economic 
Relations : R. K. Habbu. Industrial Disputes in India : V. 
Jagannadham. Industrial Relations — an Analysis of the Fundamental 
Issues Involved : P. C. Malhotra. Industrial Relations in India : 
Y. S. Mahajan, R.V. Rao, H. K. Misra and V. V. Sayanna. Profit 
Sharing , the Incentive : H. K. Datt. 

The Indian Journal of Commerce . 

Vol. I, No. 1. Contradictory Effects of Inflationary Spiral : Sm Chunilal 
B. Mehta. Depreciation — an accounting analysis : A. N. Agar w ala. 
Indian Economy after Partition : K. L. Govil. Some Aspects of our 
Railway Companies' Freight Rate Structure : B. B. Sen. A National 
Policy of Industrial Location : M. M. Mehta. Should the Zamitidari 
System in U.P. be Abolished ? : Kunwar Sir J. Prasad. 

The Eastern Economist . 

Annual Number. December 1948. A Political Report : India's 
New Constitution : The Integration of the States . India and the World 
Indo-Pakistan Relations . New Currents in the Political Scene. Outlook 
for 1949. An Economic Report. Foreword. The National Income : 
its volume and production; its distribution , Saving and Investment. The 
Story of Prices. Statistical Appendix to the Report , Banking m 1948 . 
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Bullion in 1948 . The Stock Exchangee Annual Review . Special 
Articles. Industrial Policy and Industrial Relations. Railway Trans - 
port. Civil Aviation. India's Foreign Trade. The Balance Sheet of 
Foreign Exchange. 

Tala Quarterly. 

October 1948. The Problem of Increasing Production. Economic and 
financial review. Statist teal tables . 

International Labour Review. 

December 1948. The 40 -Hours Case and the Change in Standard Hours in 
Australian Industry : O. de R. Foenander. Industrial Home Work. 
Man-power Requirements and Availabilities in Europe in 1948. Second 
Session of the I.L.O. Textiles Committee. 

January 1949. The International Industrial Safety Movement. The 
Labour Policy of the Chinese Government and its Reactions on Industry and 
Labour : Ta Chen. The Czechoslovak Five-Year Plan. Italian Agri- 
cultural Emigration to France. 

l.C.A.O. Monthly Bulletin. 

December 1948. Current activities of the International Civil Aviation 
Organization. 

January 1949. Relations with other International Organ izations. 

February 1949. Similar information . 

Quarterly Journal of Economics. 

November 1948. The Economics of a ** Free " Society ; four essays : 
O. H. Taylor. The Union as a Monopoly : 0. E. Lindblom. Invest- 
ment Repercussions : L. M. Lachman. On the Politics of the Classical \ 
Economists : W. D. Grampp. Equilibrium in International Trade ; a 
diagrammatic analysis : R. E. Baldwin. The Fallacies of Lord Keynes' 
General Theory : J. Tobin and J. Rueff. The Influence of Unionism 
upon Earnings : R. A. Lester and A. M. Ross. An Error in Ricardo's 
Exposition of his Theory of Rent : H. G. Johnson. 

The Annals of the American Academy of Political and- Social Science. 

November 1948. Postwar Reconstruction in Western Germany. 

January 1949. Juvenile Delinquency. 

The Journal of Political Economy. 

October 1948. Postwar Political Economy : M. Bronfenbrenner. 
Keynes and the Economic System : C. B. Hoover. European Multi- 
lateral Clearing : R. W. Bean. The Role of Dissaving in Economic 
Analysts : G. Garvy. Price Inflexibility— war and postwar : J. 
Backman. Soviet Postwar Industrial Production : H. Schwartz. 
MikeseU on International Monetary Agreements and Planned Economies : 
V. Salera. 

December 1948. Occupational Choice in a Collectivist Economy : D. 3. 
Dewey. Professor Heimann on Religion and Economics : F. H. Knight. 
Income Tax Progression , 1929-48 : R. A. Musgrave and Tun Thin. 
National Patterns of Union Behavior : A. Sturmthal. Public Expendi- 
tures for Veterans' Assistance : I. H. Siegel and M. F. W. Taylor. 
Theories of Income Distribution : where do wc stand ? : Mary J. Bowman. 
February 1949. Tariffs , the Terms of Trade - , and the Distribution of 
National Income : L. A. Metzler. Economics of Scheduling for In- 
dustrial Mobilization : S. M. Robbins and T. E. Murphy. The Welfare 
Aspects of Excise Taxes : E. R. Rolph and G. F. Break. Rostow's 
Proposals for Petroleum Policy ; J. S. Bain. A Reply : E. V. Rostow. 
The Cash Ratio in English Banks before 1800 : J. K. Horsefield. 
Significance of Bank Capital Ratios : Helen J. Mellon Cooke. 
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The Review of Economics and Statistics . 

November 1948. The Direction of Change in Income and the Consumption 
Function : Ruth P. Mack. Keynes and Economic Analysis Today : 
J. W. Angell. Outline of a System of Multi-compensatory Trade : 
R. Frisch. Professor Frisch on Discrimination and Multilateral Trade : 
R. Hinshaw. Exchange Depreciation and Economic Readjustment : 
T. Balogh. A Note on Professor Schultz's Analysis of the Long Run 
Agricultural Problem : C. Kaysen and J. H. Lorie. A Comment : 
T. W. Schultz. A Rejoinder : C. Kaysen and J. H. Lorie. Woytinsky 
on Consumption and Savings : V. L. Bassie. Consumption-Sawing 
Function : I. Friend. Monetary Velocity and Monetary Policy : C. 
Warburton. A Rejoinder : J. Tobin. 

The American Economic Review . 

December 1948. The Problem of Capital Accumulation : E. D. Domar. 
Planned Economy in Norway : L. R. Klein. Exit Basing Point Pricing : 
F. A. Fetter. Basing Point Decisions and Business Practices : C. D. 
Edwards. Taxation and Inflation Control : L. Shere. The Burden of 
Import Duties : A. E. Kahn and E. R. Rolph. Marginal Cost Constancy 
and its Implications : H. Apel. 

Social Research . 

December 1948. The Economic Position of Israel : A. Johnson. Limita- 
tions of Keynesian Economics : W. Vickrey. Pluralist Democracy— the 
Swedish Experience : G. Heckscher. The Origins of Scientism : 
E. Voegelin. Language : K. Riezlkr, 

Econometrics 

October 1948. Homogeneous Systems in Mathematical Economics : G. 
Ttntner. The Pure Theory of Production applied to the French Qas 
Industry : M. J. J. Verhulst. Some Conditions of Macro -economic 
Stability : D. Hawkins. A Note on the, Statistical Estimation of Supply 
and Demand Relations from Time Series : M. S. Bartlett. Remarques 
et Suggestions Relatives aux N ombres -indices : A. Nataf and R. Roy. 
A Theoretical and Statistical Dilemma — the contributions of Bums , 
Mitchell and Frickey to Business Cycle Theory : E. Ames. The Short- 
Term Interest Rate and the Velocity of Circulation : J. N. Behrman. 
January 1949. The Indeterminacy of Absolute Prices in Classical Eco- 
nomic Theory : Don Patinkin. On the Zeros of Homogeneous Functions : 
R. Frisch. Determination of Linear Relations between Systematic 
Parts of Variables with Errors of Observation the Variances of Which 
are Unknown : R. €. Geary. Econometrics and Thermodynamics : a 
remark on Davis' Theory of Budgets : J. H. C. Lisman. 

Industrial and Labor Relations Review. 

Vol. II, No. 2. January 1949. Productivity and Living Standards : 
J. Backman and M. R. Gainsbrugh. Union-Management Co-operation 
and Productivity : R. Dubin. The Association of Catholic Trade 
Unionists : P. Taft. Employee Adjustment to Technological Displace- 
ment : the Fifth Avenue Coach Company Case : J. W. McConnell and 
B. P. Lampert. 

The J oumal of Economic History . 

November 1948. Real Values in British Foreign Trade, 1796-1853 : 
A. H. Imlah. Charity Endowments as Sources of Local Credit in 
Seventeenth - and Eighteenth-Century England: F. G. James. The 
Keynesian Revolution and Economic Development : D. Dillard. 

The Southern Economic Journal, 

January 1949. J . M. Keynes' Concept of Economic Science : A. G. 
Gruchy. Methods of Financing the European Recovery Program : 
R. Freund. Sources of Funds for Financing Plant Expansion, 1946- 
1948 : L. K. Brandt. The Status of Stagnation Theory , Part II : H. R. 
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Smith. Some Comments upon the Effectiveness of State and Local Area 
Development Programs : C. S. Logsdon. Supervisory Employees and 
the Taft-Hartley Law : R. D. Letter. Minimum Wages and the Level 
of Employment : D. Hambebg. 

Agricultural History . 

October 1948. Mari's Place in the Sun : Jane Carter. Europe's 
Recurrent Land Problem : V. Alton Moody. Agriculture in the Un- 
drained Basin of Asia : G. W. Anderson. Railroad Service to Virginia 
Farmers, 1828-1860 : C. W. Turner. Advancing Trends in Southern 
Agriculture , 1840-1860 : J. C. Bonner. The Wyoming Stock Growers' 
Association : its years of temporary decline , 1886-1890 : W. T. Jackson. 

Journal of Farm Economics . 

November 1948. Current Proposals for the Organization of Conservation 
and Land-Use Programs in Agriculture , the United States : C. M. Hardin. 
The Economics of Rotations with Farm and Production Policy Applica- 
tions : E. O. Heady. Objectives arid Methods of Government Pricing of 
Farm Products : W. M. Drummond. Appraisal of the Economic 
Classification of Farms : K. L. Bachman, J. C. Ellickson, W. D. 
Goodsell and R. Hurley. Provision for Nutrition in the Formulation 
of Agricidtural Programs : J. D. Black. The Effect of Size of Herd on 
Milk Production Costs : W. W. Wilcox and E. Rauchenstein. Alloca- 
tion of Agricultural Income : D. G. Johnson. 

A merican A ffairs . 

January 1949. Laissez Faire : G. Garrett. Perils of the Military 
Strain : E. G. Nourse. Human Rights on Pink Paper : F. E. Holman. 
News of I TO and GATT. Case for the Charter. Legal Fluoroscope of the 
World Trade Charter. 1TO Spells a Planned World : E. H. Killheffer. 

Studies in Business and Economics. (Bureau of Business and Economic 
Research, College of Business and Public Administration , University of 

Maryland.) 

Vol. II, No. I. June 1948. Anne Arundel County , Maryland; its 
economic development and potentials 

Vol. II, No. 2. September 1948. Sampling Retail Prices. Maryland and 
Baltimore Non- Agricidtural Employment. 

Hilgardia. (A journal of agricultural science published by the California 
Agricultural Experiment Station.) 

December 1947. Major Economic Forces affecting Agriculture , with 
particular reference to California : S. V. Ciriacy-Wantrup. 

Revue d' Economic Politique. 

Septembkr-October 1948. La population de la France : H. Bunle. 
L' Evolution des prix : R. Rivet, Revenu national et comptabiliti 6co- 
nomique : R. Froment and P. Gavanikr. Reconstruction : J. Vergeot. 
Le budget, la trisorerie et la dette publique : H. Laufenburger. La 
legislation fiscale : L. Trotabas. Le marcM de Vargent d court terms : 
F. M. Le marcM des changes: P. Vigreux. Les banques: A. Pose. 
La bourse des valeurs : J. Dessirier. Les Emissions : P. Haour. 
Les caisses dipargne : H. Anglade. Les assurances : J. Fourastib. 

Revue de Science et de Legislation Financi&res. 
Octtober-December 1948. V Internationalisation des finances publiques : 
F. Trevoux. Lea nouveaux objectifs de la politique financier e de VEtat : 
A. Angelopoulos. Les relations monetaires franco -libanaises : G. 
Leduo. La riforme fiscale en Italie : C. Cosciani. 

Population. 

J uly-September 1948. Faits etprobUmes dujour : A. Sauvy. L' habita- 
tion modems : Le Corbusier. Aspects historiques et contemporains de 
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V immigration australienne : W. D. Bobbie* Consequences et intfr&t 
(Umographiqu€8 de la Peste noire de 1348 : Y. Rbnouard. La situation 
i Umographique de Vltalie : G. Taguacarne. Anthropologic et ddmo- 
graphie : R. Gessain. Ripcrcussions des calamity de guerre sur la 
premiere enfance : H^iJjne Bergues: Les conditions d' existence des 
families. Les dlpenses d'habillement : A. Girard. 

October— December 1948. Frequence et repartition des mariages consan- 
guine en France : J. Sutter and L. Tabah. La mortaliti inf antile dans 
les families nombreuses : L. Henry. Deux modalites de la politique 
d y aide d la famille. Prestations en espdces et prestations en nature : J • 
Doublet. La situation demographique de la Qrande-Bretagne . Com- 
paraison avec celle de la France : J. Bourgeois-Pichat. Les transferts 
de populations entre d'Hindoustan et le Pakistan : S. Chandrasekhar. 
La peuplement des nouveaux territoires polonais : J . Daric. 

Statistiques et Htudcs Financibres . (Ministir e des Finances.) 

No. 1, January 1949. IStudes. L' analyse de la situation monetaire 
d'aprbs les bilans hebdomadaires de la Banque de France . L’ evolution du 
volume des echanges d'aprbs le recouvrement de la taxe stir les transactions . 
II. Statistiques. Les recettes publiques en octobre et en nove?nbre 1948 . 
Evolution des recettes publiques. Budget de V&tat et de la Caisse autonome 
d'amortissement . Recettes des Pastes, Telegraphes et Telephones. Recettes 
de Chemins de fer. La Tresorerie et la Dette publique . lSvohUion des 
operations du Trdsor de 1 er janvier au 31 octobre 1948. Situation au 31 
octobre 1948 de la Dette publique de VStat et de la Caisse autonome 
d'amortissement . La monnaie et le credit . Involution du bilan de la 
Banque de France du 25 novernbre au 23 ddcembre 1948. Operations des 
Caisses d'epargne en octobre et novernbre 1948 . Activity du service des 
cheques postaux au cours du mois d' octobre 1948. Cours des changes au 
ler janvier 1949. Le commerce exterieur au cours des mois d' octobre ct de 
novernbre 1948 . Tableau comparatif, en valeur et en tonnage , des im- 
portations et des exportations . Tableau par groupement d* utilisation des 
importations et exportations. III. Finances Comparers. L'imposition 
des bdnefices agricoles dans V Union Frangaise et a Vetranger. Le budget 
beige pour Vcxercice 1949. Le budget de la Confederation Suisse pour 
Vexercice 1949. 

No. 2, February 1949. I. Etudes. Les salaires distribues par categories 
professionnelles dans V industries et le commerce en 1947 et ddclards en 1948 d 
V Administration des Contributions directes. Evolution de la Tresorerie au 
cours de Vannee 1948. Evolution de la masse mondtaire en 1948. II. 
Statistiques. Les recettes publiques en decembre 1948. Evolut,ion des 
opdrations du Tresor du 1 er janvier au 30 novernbre 1948. Situation au 30 
novernbre 1948 de la Dette publique de V$tat et de la Caisse autonome 
d'amortissement. La monnaie et le credit . Le commerce exterieur en 
ddcembre 1948 et rdsultats d' ensemble pour 1948. III. Finances Com- 
pares. Belgique : la rdforme des finances locales . $ tats -Unis : le 
message sur la situation de V Union; le message budgdtaire; le rapport 
dconomique du President au Cong res. Turquie : le revenu national de 
1949 d 1953. 

Documentation dconomique. 

Vol. VII, No. 25, 1948. 

Revue de VInstitut de Sociologic . 

July-September 1948. Le probldme du ban choix : C. Perelman. 
lUconomie politique et dconomie socialc : A. Doucy. 

Bulletin de VInstitut de Recherches iSconomiques et Societies. 

October 1948. Le probldme de finances publiques en Belgique et la politique 
dconomique : J. Jubsiant, C. Roger and P. van der Rest. Esqulsse 
d'une analyse du phenomdne de substitution : R. Lamy. Les conceptions 
dirigistes aux Pays-Bas : J . van der Mensbrugghe. 
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KyUos . 

Vol. II, No. 3, 1948. Greatness and Decline of Planned Economy in the 
Hellenistic World (1st part) : L. Einaudi. Die natilrliche Ordnung . Die 
neue Phase der wirtschafts-politischen Diskussion : W. Ropke. Pers- 
pectives dimographiques. A la mimoire de Robert- Rene Kuczynski 
1876-1947 : G. Frumkin. Purchasing Power Parity and the Pound 
Sterling from 1919-1925 : W. F. Stolper. 

De Economist . 

November 1948. In Memoriam Prof . Dr. C . A. Verrijn Stuart : 
F. de Vries. An obituary notice in honour of Professor Verrijn Stuart 
(December 22, 1865~October 26, 1948), “the Nestor of Dutch economists.’ ’ 
Economisch Hoger Onderwijs in een tijdperk van struciuurveranderingen : 
P. J. Bouman. An article devoted to a consideration of the influence 
which the economic and social structure exercises on economic instruc- 
tion ; and conversely, in what measure reform m education may increase 
the tempo of changes in structure. Following Sombart, the writer 
distinguishes early, modem and late capitalism. In early capitalism 
(fourteenth and fifteenth centuries), marked by renaissance of trade, 
there was no relation to instruction. Modern capitalism, deriving 
from the third quarter of the eighteenth century, demanded scientific 
education. The development of modem commercial education in 
Holland is traced : when the Nederlandse Handelshochschule was 
founded in 1913, emphasis was laid on its immediate practical bearing. 
Late capitalism is marked by development of monopoly and increased 
bureaucrat isat ion ; and there is therefore need for wider education. 
The objects of the Handelshochschule are now more widely defined, and 
only 35 % of the students in fact follow business careers in the strict 
sense. Two criticisms of prevailing business education are indicated : 
(i) it tends to bo too specialised, whereas it is characteristic of late- 
capitalistic changes in structure that the economic, the political and the 
social sphere influence each other more and more; (ii) there is a lack of a 
general social view -point in economic education. Economists need a 

f reater knowledge of “ social questions ” (r.g., industrial relations). 

Inference is made to contemporary education in the U.S.A., in London, 
Cambridge and Oxford, ami in Germany. Vrijheid cn internationale 
samenwerking : H. J. Witteveen. The present period of transition is 
also a ]>eriod of transition in economic policy. In the matter of govern- 
ment control and activity the position is unstable ; but there are reasons 
alike against a return to laissez-faire and an advance to complete 
nationalisation. There is hope for freedom only if the problem of 
unemployment can be solved. Policy should bo consciously directed to 
avoidance of mass unemployment and to the maintenance of freedom. 
Keynes and Tinbergen are cited as the writers whose works are of most 
significance for a solution. Keynes is summarised; and w T ith him the 
proposals of Beveridge and Polanyi are also discussed. Beveridge’s 
proposals might give full employment, but not in a free society. The 
problem becomes more complicated when international relations are 
considered. Tinbergen is cited in connection with the problem of 
maintaining equilibrium in the balance of payments. Bretton Woods 
and the LM.F. are regarded as inadequate. 

December 1948. Het handvest van Havana : Tj. A. Meurs. An account 
of the events leading to the United Nations Conference on Trade and 
Employment at Havana, Cuba ; and of the Final Act and the Havana 
ChaHer for an international trade organization (signed March 24, 1948). 
The article summarises the principles and the contents of the agreement ; 
and discusses in particular ; (i) measures directed to diminishing 

obstacles to trade; (ii) measures for promoting international trade; 
(iii) the nature of the International Trade Organisation contemplated; 
(iv) methods of settling differences. (The agreement in question is 
published in this country as Cmd. 7375.) Compensatie en coordinate in 
net verkeerswezen : H. A. A. de Melverda. In effect, a discussion of 
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certain general principles in connection with the determination of rates 
in railway and other forms of traffic, with special reference to what is here 
called “Compensation,” t.e., the apportionment of rates between 
different kinds of traffic and different forms of transport. Compensation 
has been one of the most neglected subjects in transport economics. 
Compensation, as here defined, may take the form of discrimination or 
equalisation. The possibility of compensation increases with the size 
of the unit within which compensation takes place. The question of 
the distribution of different kinds of traffic between different kinds of 
transport is considered. (In America it is suggested that first-class 
passengers on the railways are taking to the air, and third-class 
passengers to the buses.) In the past there has been a policy of 
equalising railway rates in the interests of those districts where traffic is 
light : this policy may have to be reconsidered when confronted with the 
fact that these districts can be better served by road traffic. The 
question of capacity is fundamental. It is the peculiarity of transport 
that while expansion is relatively easy, contraction is unusually difficult. 
Hence there is need of a traffic policy as a whole ; and hence also the 
problem of dealing with excessive capacity when it arises. Variation in 
the structure of the tariff brings variation in the structure of the traffic 
industry; and the consequences of forms of compensation have to be 
considered in all questions of traffic co-ordination. The question of 
traffic co-ordination can be described as the problem concerned with the 
organisational measures necessary to maintain certain determined 
forms of compensation : the question of compensation is primary, while 
that of co-ordination is secondary. 

January 1949. (The present number of De Economist comprises four 
preliminary papers prepared in connection with the Congress on the 
Increase of Population, held on March 20, 1949, at Amsterdam under 
the auspices of the “ Instituut voor Social Onderzoek van het Nederlandse 
volk.”) De tegenwoordige en toekomatige demografische situatie in Neder- 
land : W. R. Heere. A detailed examination of past population 
statistics for the Netherlands, indicating variation of experience in 
different provinces, and for different occupations and for different 
religious confessions. There is a tendency for differences to be flattened 
out, primarily for the death-rate, but also for the birth-rate. Estimates 
of population at different dates in the future are considered. There 
is need for a careful study of population problems for the guidance of 
the appropriate administrative authorities in the problems with which 
they are confronted. Bevolhingsvermeerdering en economiache knelpunten : 
W. J. van de Woestijne. Changes in population are not due solely 
to economic causes, and they have consequences other than economic. 
Factors, other than those of population, will affect the economic difficulties 
of the future. An optimistic view is possible : the regular growth of 
population has not lea to a relative diminution of the productive sector 
of the population, and capital goods have increased more rapidly than 
population. It is not in the increase of population in itself, but in struc- 
tural changes in other factors, that we must look for a possible hampering 
population-question. What is usually called the “ population- question ” 
arises because it is not possible to maintain ail quantitative relations 
unchanged. The problem of population and of the optimum population 
is discussed in relation to the Laws of Diminishing and Increasing 
Returns. The actual population can, normally, change only very slowly, 
whereas the optimum population may undergo significant changes in a 
short period. Alterations since 1940 with a bearing on the population- 
question in the long run are listed. They include : the transition in 
Western Europe from a creditor to a debtor position; the fact that 
what were formerly agricultural export-areas have turned to industry : 
the alteration in the relation of export -prices to import-prices to the 
disadvantage of Europe ; the possible slowing down of capital formation. 
The chances that other economic elements will develop uniformly with 
the increase of population is less than in 1940, and certainly less than 
before 1914. Bevolhingsvermeerdering en arbeidavoorziening : W. 
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Stbigenga. A discussion of problems related to the supply of labour, 
based on a consideration of the number of young people (10-14) replacing 
those leaving work (55-59). There are shifts m the structure of the 
supply of labour, which may well have social repercussions. The 
problem of unemployment in the Netherlands is discussed. On a survey 
of the literature of the last forty years, the impression gained is of a 
continual surplus of labour. Since the liberation, there has been a 
shortage of labour. Certain reasons are cited in explanation of this 
shortage (e.g., diminished productivity; continuation of military 
service; larger numbers employed in administration; labour tem- 
porarily on replacements and repairs) . W ith regard to the future and the 
possibility of surplus population, solutions are indicated. Kohnstamm 
has advocated industrialisation. A conscious policy of emigration is 
needed. The advantages and disadvantages of emigration, for the 
country concerned and internationally, are assessed. Bevolkingsvermeer - 
dering en bevolkingsapre iding : L. H. J. Angenot. The writer analyses 
as at various dates the geographical distribution of the population of the 
Netherlands as between the Provinces. Consideration is given to the 
causes of the growth of Amsterdam, Rotterdam and The Hague. Future 
tendencies will be affected by the changed position of Western Europe 
in the world economy. The probable future geographical distribution 
of population when the Netherlands have reached the 13 million mark 
is forecast. There will be need for care in guiding the growth and 
development of cities affected. 

February 1949. De voorkeursintensiteit en het tweezijdige monopolie : 
J. Pen. The older subjective theory of value suffered from the defect 
(recognised by von Wieser) that “needs” (utility) are not measurable. 
To meet this difficulty, the theory of Hicks replaces wants and needs 
by “ scales of preference.” It is the fact of preference rather than the 
intensity of preference that is relevant for economic theory. The 
optimum position is determined by the ideas of “ indifference ” and 
“ preference.” Accordingly the quantitative conception of utility 
disappears from analysis, and Gossen’s first law is replaced by the idea 
of the marginal rate of substitution. The idea of marginal utility also 
disappears. Probably in the next generation there will accordingly be a 
tendency to get rid of “ marginal utility ” altogether. This, the writer 
argues, is not desirable. The idea of “ utility ” and of the “ intensity 
of want ” cannot be Bpared. This is shown by reference to the case of 
bilateral monopoly, which is discussed. Appeal is made to Mr. Arm- 
strong’s article in the issue of the Economic Journal for March 1948. 
De moderne statistiek en hoar plaais in het hoger onderwijs : G. Gouds- 
waard. There is difficulty in defining statistics. The definition here 
suggested is the “ theory of the quantitative invastigation of collective 
phenomena.” The writer discusses, in this inaugural address, recent 
developments in “ administrative statistics ” and in “ statistical analysis;” 
and the use of statistics in various fields of knowledge. In approacliing 
the question of the place of statistics in education, a division of statisti- 
cians into four classes is suggested, with a somewhat different equipment 
necessary in each case. These are : (i) administrative statisticians, who 
are “ producers of statistics ” ; (ii) economists, who are “ consumers of 
statistics ” ; (iii) econometrists, who are “ consumers of statistical 
methods ” ; and (iv) “ producers of statistical methods,” who are 
specialist mathematicians. Over keUingcompensaties en hoar tnogelijke 
actuaUteit in de naaste toekomat : W. Th. Vogelaar. As an illustration 
of “ compensation-trading,” the position of the Skoda works in Czecho- 
slovakia is considered, along with the activities and development of the 
Iranian Skoda Company, Ltd. In the light of this, the difficulties con- 
fronting Great Britain in world trade are discussed, and a resort to 
“ compensation-trading ” and the development of bilateral trade are 
recommended. The writer indicates the part that might be played in 
this country by the establishment of a “ Compensation Trading, Ltd.” 
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Schweizerische Zeitschrift fur Volkswirtschaft und Statistik. 

December 1948. VUfredo Pareto und seine Bedeutung filr die Gegenwart : 
O. Weinberger. Rilckblick auf die Soziologie VUfredo Paretos : H. 
Karrer. Grundfragen des Zahlungsbikmzaus-gleichs : E. "KOng. 
Examen, de conscience ou de quelques experiences mormaircs content * 
poraines : M. van Zeeland. Wesen und Verhalten der Undaufgesch - 
windigkeit des Geldes : S. Sagoroff. 

February 1949. Der freie Finanzdollarmarkt — eine wdhrungspolitische 
Botwendigkeit : A. Bosshardt. Some Aspects of the Dollar Problem 
in Switzerland ; Per Jacobsson. Der Stayed der Dollarfrage : H. 
Sibber. Bemerkungen zur Dollarfrage : V. F. Wagner. Theorie der 
GliXcksspiele und okonomisches Verhalten : O. Anderson. 

A ussen wirtscha ft . 

December 1948. Die MarshalLHilfc : H. Bachmann. Aktuelle Wechsel - 
kursprobleme : E. Kung. Internationale KarteUc und zwischetistaatliche 
Stapelgiiterabkommen : F. Haussman. Aussenwirt-schaftliche Chronik : 
H. Bachmann and A. Bosshardt. 

Societe de Banque Suisse . 

Bulletin 1, 1949. Organisation Europecnne de Cooperation lSconomique 
(O.E.C.E.). Accord de Paiements ct de Compensations entre les Pays 
Europdens. 

Giornalc degli Economisti e Annali di Economia. 

July- August 1948. Schemi di calcolo economico su dati incerti : G. FuA. 
A lengthy article dealing with attempts to calculate the effects of un- 
certainty. After a rapid survey of past literature and of the work of 
contemporary economists in this field, the writer puts forward sugges- 
tions of his own in terms of plausibility — “that poor relation of 
probability.” He then applies his method with algebraic examples to 
the problem of the effects of a proportional income tax on the selection 
of risky openings for investment. Sugli indici alfa e delta: M. de 
Vergottini. A reply to a criticism by Pizzetti in the January 1948 issue 
of the Giornale, of an article^by the author, dealing with the applicability 
of alpha and delta indices to the distribution of incomes, which had 
appeared in the January 1947 issue of the Giornale. Nota ad una 
“ nota sul concetto di capitale fisso e di capitate circolante ” : G. Demaria. 
A criticism of a recent suggestion put forward by Professor Amoroso for 
a new interpretation of the terms fixed capital and circulating capital in 
the light of the significance of amortisation quotas. The writer finds 
Professor Amoroso’s new definition neither logically valid nor helpful as 
an economic concept. Sulla misura della progressivitd dclle imposts 
progressive : P. Gennaro. The writer distinguishes between the 
“ technical ” progressiveness of a tax as determined by the tax law 
itself, independently of the way in which the tax actually falls on the 
incomes assessed, and the “ effective ” progressiveness of the tax as 
shown by its yield and distribution in comparison with what these would 
have been if the tax had been proportional. He constructs indices 
expressing each of these two methods of measurement, and applies them 
to specific examples of progressive taxes in Italy, Great Britain and the 
United States. It is the second type of index which he regards as the 
more suggestive and important for the economist. 

September— October 1948. Sguardo alia politica econoynico - flnanziaria 
degli Stati Uniti : V. Marrama. A very interesting, and statistically 
well-documented article, written from Cambridge, Massachusetts, 
describing the economic and financial prospects of the United States. 
A strongly pessimistic view of the immediate future is taken on the 
ground that the whole American eepnomy is becoming increasingly 
unbalanced and is plunging ever more deeply into inflation. The chief 
hope of avoiding major social conflicts, with quite unforeseeable results, 
lies in socuring such a degree of co-operation between the different social 
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classes and the governing class as would make possible that type of 
planned economy which is essential for the operation of a system of full 
employment under democratic conditions. Le equazioni della dinarmca 
economica nel caso piu semplice del regime di libera concorrenza completa : 
G. Sensini. A highly abstract article in which are put forward a series 
of differential ana integral equations for a dynamic economy under 
certain rigid assumptions, notably that of perfect competition. Qli 
articoli del Cavour sul giornale “ II Risorgimento ” (1847-1860) : P. Rossi. 
An account of some of the articles on political, economic and other topics 
contributed by Cavour to the daily newspaper II Risorgimento, of which 
he was the editor from April to October 1848. The articles show that he 
was an ardent free trader and that his views on economic policy ran on 
much the same lines as those of Richard Cobden. Per la etoria delle 
“ colonie ” mcrcantili italicDie mcdievali , il “ libro della community dei 
mercanii lucchhi in Bruges ” ; A. de M add alena. A review article of a 
book just published dealing with the activities of the small community 
or “ colony ” of Italian merchants from the city of Lucca who during the 
fourteenth and fifteenth centuries were settled in Bruges. 

November-December 1948. NelVanniversario della nas cita di Vilfredo 
Pareto , 16 luglio 1848-19 agosto 1923 . Pareto matematico ed economista : 
L. Amoroso. Vilfredo Pareto , il sociologo : P. Jannacconk. Modelli di 
commercio intemazionale : J. Tinbergen. La teoria della circolazione 
di V . Pareto : F. Chessa. Come un supposto paradosso della pratica 
degli scambi intemazionali , non sia che un malinteso della teoria : A. de 
Pietri-Tonelli. L' equilibria sociale ed il classismo : A. Lanzillo. 
Monopoli e concorrenze nel pensiero di Pareto : F. Vinci. Un mano - 
ecritto inedito di Vilfredo Pareto : G. N. Bousquet. 

Econonnia Intemazionale . 

Vol. 1, No. 4, November 1948. Scambi intemazionali e problema sociale : 
J. Mazzei. Commenti aWarticolo del Dr. Triffin sul sistema bancario e 
Veconomia intemazionale : G. Haberler. Della ricostituzione e della 
stabilitd delV equilibria economico intemazionale : V. Travaglini. Dis- 
criminazione f problem i del commercio britannico e Piano Marshall : T. 
Balog h. Una causa di attrito alia ripresa del commercio intemazionale : 
L. Livi. Emigrazione. e Commonwealth britannico : B. Thomas. La 
previsione nella teoria generate del commercio intemazionale : A. Bordin. 
L'aspetto intemazionale della teoria del pieno impiego : L. Federici. 

Review of the Economic Conditions in Italy. 

November 1948. Expenditure . of the “ Lire Fund ” for Anti-cyclical 
Purposes : G. di Nardi. 

January 1949. Interest Rates in Italy : C. Bresciani-Turroni. 

Italian Economic Survey . 

November-December 1948. Italian Economic Prospects. The Italian 
Industrial Situation . 

Critica Economica. 

October 1948. Esperienze del primo periodo di pianificazione in Ceco- 
slovacchia : E. Outrata. L* emigrazione come problema intemazionale ; 
Lemanico. La politica delle priority ed il pensiero degli economisti 
inglesi : F. Caffe. Il piano sovietico e i piani delV Europa Orientale in 
una rassegna delTE.C.A. ; G. Pietranera. 

December 1948. Aziende pubbliche , aziende private e difetti della buro- 
crazia : C. Rodano. La prodittivita del lavoro ed il livello dei salari : 
A. Gbaziadei. 

L’Industria. 

h No. 3, 1948. Realizzazioni e obiettivi della statistica italiana : B. Barberi. 
La politica economica del partito comunista : B. Pag ant/ Una pietra 
angolare dd sistema keynesiano : la propensione al consume ; F. di 
Fbnxzxo. Il reddito nazionale : A. C. Pigou* 

No. 234 — VOL. LIX. Xf 
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No. 4, 1948. &tamo costretti ad adottare una economia pianificata f : W. 
Euckbn. Possibility e limiti deUe previsioni econonUche : L. Lm. 
Perchk variano gU “ investvmenti ” net modemi sisterm economic % t : F. Di 
Fknizio. La distribuzione del reddito : A. C. Pigou. 

Banco Nazioncde del Lavoro Quarterly Review. 

October 1948. Interest Rate Policy and Reconstruction Requirements : 
G. Boroatta. The E.R.P. and the Problems of Italian Agriculture : 
G. Medici. The Depreciation of the Peso and Trade between Italy and 
Argentina : G. Luzzatto. Unemployment and Emigration in Italy in 
the light of the E.R.P. and O.E.E.C . : G. Cosmo. The Housing Problem 
in Italy : S. Alberti. 

Moneda y Cridito. 

September 1948. La comunidad econdmica intemacional : F, Vito. 
Economia y alimentacion : V. A. Alvarez. La Banco cspafiola en 1947 ; 
I. C. Garrigos. El Seguro en las epocas de transicidn econdmica : F, R. P. 
Ajldavb. 

Revista de Ciencia Aplicada. 

October-December 1948. Modernos generadores electrostdticos : J. B. 
ElIas and L. Miranda GonzAlez -Montes. Las fitohormonas y sus 
aplicaciones : R. C. Linares. Teoria y ticnica de la celidosa : E. 
RugarcIa. Nuevas aleaciones no ferricas : R. Altamira. 

Zeitschrift fur die Qesamte Staatswissenschaft . 

Vol. 105, No. 1. Gegenwartsaufgaben der Sozialvnssenschaften in Deutsche 
land : H. Sauermann. Das Studium der Sozialwisscnschaften an den 
britischen UniveraiUtten : G. D. H. Cole. Zur Mctaphyeik der Kultur- 
stile : A. Muller -Armagh:. Rechtsanwalt in Miinchen : die Grundlagen 
der heutigen Verfassung Deutsddands und das Friedensproblem : W. 
Seuffert. Aspects juridiques dea budgets anglais et francais : H. 
Laufenburger. Mdgliche Mittel der Wirtschaftslenkung : W. Kromp- 
hardt. Die Relativitdt in der Wirtschaft : H. Arndt. Die deutsche 
Aussenhandelspolitik von 1879 bis 1948 : H. Rittershausen. 

Europa-Archiv. 

December 1948. Der erste Jahresplan fur die W iedcrgesundung Europas. 
Die V erbrauchs-gutcrwirtschaft in der Sowjetunion. 

January 1949. Die Vorgeschichte des Briisseler Funfmdchtepaktes. Die 
wirtschaftlichen Aussichten der MarshaUplan-Ldnder filr 1949. Das 
intereuropdische V err echnungs- und Zahlungsabkommen . 

February 5, 1949. Federation oder Kooperation. Wahlgesetze und 
Wdhler8lruktur in Frankreich. Der verkehrswirtschaftliche Zusammen - 
hang Europas. Die wirtschaftliche Zukunft Deutschlands. 

February 20, 1949. Vdlkerrecht und Internationale Ordnung. Wahlgesetze 
und Wdhlerstruktur in Frankreich. Die ilberschilssigen Arbeitskrdfte in 
Westeuropa. Der Aussenhandel der sowjetischen Zone Deutschlands 
auf dem Wege zur vollen V erstaatlichung . Die britischen Schiffsverluste im 
Zweiten Weltkrieg Produktionsstatistik filr die induslrielle Erzeugung des 
Vereinigten Wirtschaftsgebietes 1946-48. 

Ekonomisk Tidskrift . 

Vol. L, No. 3, September 1948. A Suggested Statistical Measurement of 
Bankers' Liquidity Preference : K. Philip. Professor Kjeld Philip 
makes an ingenious attempt to verify Keynes' liquidity preference theory 
empirically by examining the effect of German credit expansion during 
the occupation of Denmark on the banks’ cash holdings. The statistical 
data comprised : (a) the rate of interest as shown by the yield of a 
leading 4% gilt-edged security and (b) the quantity of money measured 
in 1935 crowns (by dividing by the retail-price index). The values 
found at the end of each month in the period 1939-47 are plotted on a 
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diagram, in which quantity of money is measured on the horizontal axis 
and the rate of interest on the vertical. The result is a well-defined 
downward-sloping curve which begins by falling almost vertically from 
5-6 to 5*0% and then fiattens out till around 4* 2-4*0% it runs almost 
parallel to the money axis. The various reasons for holding cash are 
reduced to two, the transactions and speculative motives; a simple 
method is devised for finding the approximate proportion of the money 
supply absorbed by the speculative motive. This is then plotted on a 
separate diagram. When the rate of interest was between 5*6 and 5*2 % 
no money was held for speculation : the curve becomes parallel to the 
money axis at 4 % which Danes had been taught by experience to regard 
as a minimum. Peace optimism in 1943 expressed itself in a heightened 
demand for money, as the Danes expected liberation to send the rate of 
interest up to between 4*50 and 5-0%. The tremendous battles of 
Stalingrad and El Alamein had their ripples in occupied Denmark in the 
form of extreme liquidity preference ! In putting forward his statistical 
essay as confirmation of the Keynesian theory. Professor Philip is 
careful to consider objections that might reasonably be made. Inflation 
Analysis and Economic Theory : Erik Lund berg. In this long and 
closely argued article, Dr. Lundberg appraises recent attempts to use the 
Keynesian system to explain the post-war inflationary gap and points 
out the limitations of the method. He begins with a familiar piece of 
Swedish scepticism : how can figures of national income and expenditure 
(ex post quantities) contribute to an explanation of a dynamic process ? 
There are dangers, for example, in relying on figures of total changes in 
stocks, when the significant data are the increase in certain stages of 
production and the decrease in others. In taking the social accounting 
figures for 1947, one might suggest the balance of payments as an 
indicator of disequilibrium ; but what are the “ equilibrium relations ” ? 
Equations may be used to show that an adverse foreign balance is 
identical with tho excess of current domestic investment over saving; 
but these equations are not enough to justify unequivocal policy 
recommendations . Then again the course of profits might be the 
criterion; and here Dr. Lundberg suggests that Keynes’ treatment of 
saving and investment in The Treatise is in some ways a more fruitful 
way of analysing inflation than the method of The General Theory — 
partly no doubt because in 1930 Keynes was interested in price-level 
problems. The distinction between income inflation and profit inflation 
is a recurrent theme in current Swedish debates on the subject. Dr. 
Lundberg goes on to summarise the formulation of the inflationary gap 
given by Klein in the Keynesian Revolution and set out in the usual 
diagram. He uses the construction to show the effect of a decline in 
productivity on an economy in full employment : the consequent lock 
of balance is expressed in terms of a maladjustment between investment 
and saving. The current inflation in Sweden is an illustration of the 
thesis that a menacing decline in productivity contains quite as much 
inflation dynamite as an increase in demand following a rise in consump- 
tion and investment. The author concludes that the much-discussed 
Keynesian models are not yet a satisfactory guide for policy makers. 
He thinks there is more to be got out of the modest formulations of 
The Treatise plus the Stockholm School’s approach than out of the 
ambitious constructions of The General Theory . At the end of the war it 
was of some importance to policy makers to know whether the crisis was 
to be expected in 1946 or in 1951 ! If ourrent theory is to be fruitful, it 
must break up the total concepts, Investment and Saving, into significant 
parts, e.g., public saving and individual income recipients’ saving, imports 
and exports, etc. Moreover, little progress will be made until we arrive at 
a more satisfactory explanation of the causal significance of changes in the 
wage level. We should stop playing with total categories and turn again 
to examine the mechanism of economic adjustment in detail. It is easy 
to over-estimate the light which manipulation of statistics of social 
accounting can throw on the real working of the economic system. 
Intensive partial analysis on the classical model is now needed in order to 
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supplement the Keynesian theory and make it a more reliable 
instrument. 

Von. L, No. 4, December 1948. The Liquidity Rules of the Banking 
System : B. Kragh. Econometric Methods : A. A. Svendsen. This is 
based on a paper read at the Nordic Conference of Young Economists at 
Uppsala in June 1948. After an introduction describing the origin and 
evolution of econometrics, the author summarises a model in the field 
of agricultural economics. The British Debate on Planning : G. 
Cederwall. This is a review of the contributions of Professors Jewkes, 
Bobbins and Meade, Sir Oliver Franks, and Mr. Harrod. The author is 
not impressed by Professor Jewkes’ Ordeal by Planning : the indict- 
ment is too extravagent to be convincing. Instead of being a careful 
analysis of planning in the context of post-war facts, the book is just a 
lively polemic. The argument at several points is weak and the quota- 
tions carefully hand-picked. After summarising Sir Oliver Franks’ 
argument, Mr. Cederwall echoes the criticism that nowhere in the book 
is there an awareness of the function of prices. Professor Robbins’ 
discussion evokes praise for its clarity and reasonableness, while 
Professor Meade’s treatment of financial policy and the balance of 
payments is regarded as the most important part of his book. Mr. 
Harrod’s thesis is criticised on the ground that it tends to overlook the 
long-run importance of maintaining investment now. The review ends 
with a comparison between the post-war problems of Sweden and those 
of Britain, noting that Sweden during the War as well as at present has 
less controls than in this country. Questions of monetary policy have 
been less prominent in Swedish discussions. Both English and Swedish 
economists are agreed on one thing : that the freeing of the price 
mechanism presupposes that effective demand is maintained at the 
appropriate level, i.e., not so high as to generate inflation and not so low 
as to bring about deflation and mass unemployment. 

Sicandinaviska Banken Aktiebolag. 

January 1949. The Problem of the " Dollar Shortage ” ; P. Jacobsson. 
Tonnage and Transports after the War : I. Hogbom. The Commercial 
Banks and the Interest Policy . Bills Protested and the Economic Situation . 
The Economic Situation during the Fourth Quarter of 1948 . 

Index . 

December 1948. Economic Survey . September-November 1948. 

Okonomi og Politik . 

June— September 1948. Omvaeltningen i Fransk Indokina : E. Reske- 
Nielsen. Den nationaliserde kulindustri i Storbritannien : H. Brems. 
De Internationale bestrcebelser for en friere verdenshandel : H. S. Larsen. 
Hovedtrekk av den okonomiske utviklung i Norge etter krigen : M. Tuveng. 
Den Internationale okonomiske situation : Den okonomiske udmkling i 
Danmark . Politisk Kronik . 

Ekonomiska Samfundets Tidskrift . 

Vol. 1, No. 4, 1948. Kreditpolitik och inflation : E. Browaldh. AktueUa 
problem i passagerartraflken mellan Finland och Sverige : H. Ramsay. 
Inkomstens fdrdelning i Finland ; G. Fougstedt. 

j Revista Brasileira de Economia . 

June 1948. Contribuigbes doe “ Inqu&ritos Econdmicos para o conhecimento 
da economia brasileira : G. Mortara. Indices de Prepos no Brasil ; 
O. G. be BulhOes. AUeragdes no Suprimento Monetdrio Brasileiro 
desde 1939 : E. S. Litnch and N. B. Parker. 

September 1948. A expansdo de cridito no sistema bancdrio brasileiro : 
J. Kingston. Alguns aspectos econdmicos do Programma de Reperagao 
da Europa : G. Haberler. A politica de discriminagdo no comircio 
internacional : R. Hinshaw. 
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December 1948. Balango de Pagamentos do Brasil : G. A. PjSgtxrier. 
For tuna National e Benda Nacional : R. Lewinsohn. Banco Central . 

Obzor N drodohospoddrsky . (All contributions are written in Czech and 
each issue of the journal contains also a review of current economic 
conditions in Czechoslovakia .) 

No. 10, June 1948. The Polish banking system : M. Orlowski. Foreign 
trade in 1937 and 1947 : Z. Fafl. The second stage of nationalization : 
J. BerAk. 1848 in our economy : A. Pimper. 

No. 1, October 1948. The financial controls in an economic plan : J. 

NebesAr. The importance of Latin- American markets : K. Hudec. 

Nos. 2-3, November 1948. Structural changes in our economy : K. 
Stastny. The importance of capital formation in a planned economy : 

J. Oliva. The reconstruction of savings banks in Czechoslovakia : V. 
Vesely. The problem of discriminating exchange rates : M. Horna. 
The importance of Latin- American markets (continued) : K. Hudec. 
The development of prices on. the. world markets of raw materials and food- 
stuffs : J. Sommer. The valuation of administrative labour : B. Borges. 

No. 4, December 1948. Prices , incomes and taxes in a planned economy : 

K. Rozsypal. The financial planning of an enterprise : J. Zimmer. 
The mobilization of labour : K. KarAsek. The dynamics of foreign 
trade : R. SimAcek. 

Magyar Statisztikai Szemla (Hungarian text , French summaries,) 

J anti ar y~Ju ne 1948. The statistical construction of the Hungarian Three 
Year Plan : B. Goracz. Industrial productivity : K. Kadas. Fluctua- 
tions in industrial production in 1947 and in the first nine months of the 
Three Year Plan ; Z. Szalay. The Reconstruction of co?nm,unciations : 

L. Chimessy (in Hungarian only). Enquiry into domestic expenditure 
among Budapest households : G. Marczell. Preliminary conclusions 
on the movements of population in Hungary in 1947 . A. Barocsi. 
Economic planning and statistics : R. Theiss. 

Magyar -Szovjet Kozgasdasdgi Szerrde (Hungarian and Russian text,) 

No. 10, 1948. The standard of living and the Natiorutl Income : F. Zala. 
Planning , accounting and the cost of production in Soviet enterprises . The 
new Soviet Hungarian commercial agreements : S. Ronai. 

Oazdasdg (Hungarian text.) 

January 1949. The theory of Soviet statistics : G. Nador. The develop- 
ment of the Hungarian standard of living : F. Zala. Hungarian in- 
dustrial reorganisation : J. Wilcsek. Uniform terminology : a prime 
requirement of socialist industrial statistics : L, Gal. 

Journal of the Hungarian Sociographical Institute (Hungarian text , 
English summaries .) 

Vol. IV, No. 1. 1948. Sidney and Beatrice Webb : S. Krisztics. New 

smallholders in Baranya : J. Kolta. Sociographical studies of Mariagyud: 
T. Nador ; and of KdvdgdzdUds : J. Nebecz. 

Gospoparka Planowa ( Polish text,) 

December 1948. Bank reform : L. Makowski. Methods of industrial 
and financial planning for 1949 : B. Blass. Taxation reform : L, 
Kurowski. 

Problems Economics (Rumanian text.) 

Nos. 5-8, October 1948. New prospects in State trading : E. VupcA. 
Planning in the Soviet Economy : S. Zeigher. Statistics and planning : 
V. Trebioi. 

Voprosi EkonomiH (Russian text.) 

No. 8, December 1948. Operating profits in Industrial Enterprises : P. 
Vladimirov (This article surveys a wider field of the profit and price 
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structure than the title implies). Monopoly prices and costs of production : 
V. Motilev. American economists in the service of monopolies : I. 
Blumin. Socialist economics in the writings of Stalin, 1921-25 : I. 
Gladkov. 

Wiadomoici Narodowego Banko Polskiego (Polish text.) 

No. 12, December 1948. Bank control of private undertakings ; S. 
Krzemlnski. The new system of financial investment : K. Secomski. 

The Yenching Journal of Social Studies . 

Vol. IV, No. 1. A Comparison between Chinese and European Feudal 
Institutions : Ch’i Ssu-Ho. China's Northern Frontiers : historical 
background : Agnes Fang-Chub Chen. The Apprentices in Chengtu 
during and after the War : Liao Tai-Ch’u. Language Forms and 
Thought Forms : Lira Chih-Wei. P'ing-chaio-tsun as a Social Labora- 
tory : Chao Ch’eng-Hsin. Adjusting Human Belationships through 
Social Habits : L. C. Porter. 


NEW BOOKS. 

British. 

Allen (R. G. D.). Statistics for Economists. London : Hutchin- 
son, 1949. 7J". Pp. vii -f 216. Is. 6 d. 

[To be reviewed.] 

Aspinall (A.). Politics and the Press, c. 1780-1850. London : 
Home and van Thai, 1949. 8£*. Pp. xv + 511. 42s, 

[To be reviewed.] 

Aspinall (A.). The Early English Trade Unions. Documents 
from the Home Office Papers in the Public Record Office. London : 
Batohworth Press, 1949. 8J". Pp. xxxi + 410. 30s. 

[To be reviewed.] 

Association of Certified and Corporate Accountants. 
Library and Publications Committee. Working Party Reports, 
some accounting and economic aspects. London : Association of 
Certified and Corporate Accountants, 1948. 8£". Pp. 72. 2 8. 

[This pamphlet approaches the Working Party Reports from the accounting 
aspect. It gives a short summary of each roport with special emphasis on those 
features which are likely to impose new responsibilities on accountants. The 
whole is prefaced by an introduction which draws attention to the proposed 
work of the Development Councils, and their need for returns of information 
derived from accounts, as well as for levies for research. It also draws attention 
to the stress laid by several of the Reports on the need for improvement of costing 
methods as an important means of improving efficiency.] 

Bareau (P.). The Sterling Area. British Commonwealth Affairs, 
No. 3. London : Longmans Green, 1948. 8£". Pp. 16. Is. 

[Mr. Bareau has succeeded in giving, what has been greatly needed, a short, 
clear and accurate account of the working of the sterling area. His statement 
of it brings out the war-time transition from almost complete informality to a 
definition of the area covered as an element in exchange control, the complete 
autonomy of the individual members in applying generally agreed polioies, the 
emergence of the central pool of hard currencies held in London on which each 
country was able to draw as necessary, the growth of sterling balances, and the 
implications of the American loan. Mr. Bareau ends by trying to see the future 
of the sterling area ; he suggests that some immobilisation of the balances may be 
a condition of freedom of payments for current commercial operations ; but he 
regards the future of the system as depending on the position of sterling itself as a 
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world currency and therefore on a solution of the British balance-of-payments 
problems.] 

Bbay (F. Sewell) and Dawe (C. V.). Farm Accounts. Oxford 
University Press (Incorporated Accountants* Research Committee), 

1948. 8£". Pp. ix + 149. 15s. 

[To be reviewed.] 

Capital. Diamond Jubilee Number, 1888-1948. Calcutta, 1948. 
16*". Pp. 150. Rs.5. 

[A Diamond Jubilee number which contains a great deal of material about 
Indian industries and commerce. The majority of the contributors are Indian 
experts or British residents with long Indian experience. There is one interesting 
exception : Mr. Oscar Hobson contributes a very interesting note on the sterling 
balances.] 

Carter (C. F.), Reddaway (W. B.), and Stone (Richard). 
The Measurement of Production Movements. (University of Cam- 
bridge, Department of Applied Economics, Monograph I.) Cam- 
bridge : University Press, 1948. 9*". Pp. vii + 135. 12$. 6d. 

[Reviewed in this issue.] 

Chatham House. Annual Report of the Council, 1947-1948. 
London : Royal Institute of International Affairs, 1948. 9". Pp. 

87. Is. 

[This annual report contains short summaries of work completed or in progress 
at Chatham House. Much of it is in the middle ground between politics and 
economics.] 

John Harold Clapham, 1873-1946. Fellow, Tutor and Vice- 
Provost. A Memoir prepared by direction of the Council of King’s 
College, Cambridge. Cambridge University Press for King’s College, 

1949. S|". Pp. 28. 35. 6d. (Plus 2d. postage if ordered from the 
College Office.) 

[This memoir of Prof. Clapham forms a companion to that of Lord Keynes, 
noted elsewhere in this issue. As in the case of the other memoir, it is from 
numerous pens, but all the writers were intimate with Prof. Clapham in his life 
in Cambridge and in his college. It reprints the charming obituary notice that 
Prof. Trevelyan wrote for the Economic Journal as well as tributes by Prof. 
Pigou and others. It contains also a photograph of the portrait by James Gunn 
which hangs in the hall of King's College. Copies are obtainable in the same way 
as those of the memoir of Lord Keynes.] 

Clark (J. M.). Alternative to Serfdom. Oxford : Basil Black- 
well, 1948. 8$". Pp. xu + 153 + vi. 8s. 6rf. 

[To be reviewed.] 

Clay (Harold). Industrial Democracy; its development and 
significance to the individual. Barnett House Papers, No. 30. 
London : Oxford University Press, 1949. 8$". Pp. 18. 2s. 6 d. 

[Mr. Harold Clay starts from the Webbs and the broad concept of industrial 
democracy and goes on to trade-union growth, wage negotiation and joint con- 
sultation, and the difficulties, with huge national unions, of keeping the individual 
worker fully aware of all that is being done in his name and of giving him a sense 
of responsibility for it. He ends by discussing nationalisation and the possibilities 
of greater industrial democracy in nationalised industries. He states his convic- 
tion that nationalised industries have a great opportunity to bring about a 
revival of confidence in industrial relations.] 

Current Financial Problems and the City of London. London : 
Europa Publications (Institute of Bankers), 1949. 8|". Pp. 219. 
15s. 

[To be reviewed.] 
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Das Gupta (B.). Provincial Taxation under Autonomy. Cal- 
cutta and London : Oxford University Press, 1948. 8J". Pp. viii + 
486. Rs. 20. 

[This is a study of the working of the system of provincial autonomy in the 
field of taxation from 1937, when it was first introduced, to 1942, which was the 
last reasonably normal year of its operation. It begins in Part I with a study of 
the background both of the theory of taxation ana of the Indian Constitution. 
It goes on in Part II to “ taxes on things,” covering both goods and services. 
Part III deals with taxes on land — principally, of course, the land revenue. 
Part IV covers taxes on persons, including agricultural income tax, and taxes 
on professions, callings and employments. Part V is concerned with the issues 
which emerge — cost of collection, co-ordination and general tax polioy. The 
book is a straightforward and thorough account of the experience oi those years 
which will be of value to Indian administrators as well as economists.] 

Edtzig (P.). Primitive Money in its Ethnological, Historical and 
Economic Aspects. London : Eyre and Spottiswoode, 1949. 8£". 
Pp. xii + 517. 25s. 

[To be reviewed.] 

Florence (P. Sargant). Labour. London : Hutchinson, 1949. 
V . Pp. 230. Is. Gd. 

[To be reviewed.] 

Gadgil (D. R.). Some Observations on the Draft Constitution. 
Poona : Gokhale Institute of Politics and Economics, 1948. 8". 

Pp. 112. 4s. 6 d. 

[A commentary on the Draft Constitution of India. It begins by discussing 
the anomalous position of the Indian States. It goes on to the broader issues of 
fundamental rights, the responsibilities of the President, Governors, and Second 
Chambers, the relation between the Union and the States, finance, emergency 
powers, minorities and methods of amendment.] 

Gandhi (M. P.) (Ed.). The Indian Cotton Textile Industry 
(1947-1948 annual). Bombay : Gandhi and Co., 1948. 10". Pp. 
xlv -f 184 + xxviii. Rs.,6. 

[This annual survey of the Indian cotton industry covers the period down to 
September 1948.] 

Gandhi (M. P.). A Monograph on Handloom Weaving Industry 
in India, 1948. (Its past, present and future). Bombay : Gandhi 
and Co., 1948. 9*". Pp. 80. Re. 1-8-0. 

[This is a new issue of an annual survey of the Indian hand-loom industry.] 

Ghosh (Satis Chandra). The Economic and Commercial Publica- 
tions of the Post-Graduate Teachers of Calcutta University. Cal- 
cutta University, 1948. 8J". Pp. 80. 

[This includes a list of all those who have been teachers in the post-graduate 
departments of economics since 1917, followed by a list of their publications 
and public activities. No reader con fail to be impressed by the immense pro- 
ductivity of this group of teachers. There is also included a book-list showing 
the recommended reading for the M.A. Degree and a history of the teaching of 
economics in the University of Calcutta.] 

Hall (N. F.). Winter Proceedings No. 1. The Staff College in 
Training for Management. London : British Institute of Management, 
1949. 9'. Pp. 27. 2s. 6d. 6 

[Mr. Noel Hall, Principal of the Administrative Staff College, here surveys the 
results of the first session of his College, the basic ideas underlying it, the oourses of 
studies adopted, their content and method, the optimum size of the College and 
the length of courses. He ends with a plea that ability to discharge the executive 
function cannot be created in a hurry and by short-cut methods. It requires 
detachment and the leisure to see one’s own organisation from outside It is 
there that we shall get the quickening of the sense of responsibility needed if the 
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nation is to recover its capacity for productive corporate effort. The paper is 
followed by a summary of the subsequent discussion to which many distinguished 
industrialists contributed.] 

Hicks (J. R.). The Problem of Budgetary Reform. Oxford : 
Clarendon Press, 1948. 7". Pp. 95. 5s . 

[To be reviewed.] 

Hirst (F. W.). The Stock Exchange. 4th edition. London : 
Oxford University Press, 1948. 6". Pp. 224. 5s. 

[A new, fourth, edition. It contains a final chapter on the London Stock 
Exchange, 1931-46, by a Member of tho House.] 

Hobson (J. W.) and Henry (H.) (Ed.) in collaboration with 
Browne (G.). The Rural Market. A compilation of facts relating 
to the agricultural industry, rural standards of living and purchasing 
habits. London : Hulton Press, 1948. 10|". Pp. 132. 21a. 

[To be reviewed.] 

Hurcomb (Sir Cyril). The Organization of British Transport. 
London : British Transport Commission, 1948. 8J". Pp. 25. 

[A paper by the Chairman of the British Transport Commission outlining 
the organisation of British Transport. It is based on two addresses, tho first 
to Ashridge College, the second to the Kailway Students’ Association.] 

Innis (H. A.). The Press, a neglected factor in the economic history 
of the twentieth century. London : Oxford University Press, 1949. 
7". Pp. 48. 1 s.Od. 

[In this Stomp Memorial Lecture Prof. Innis first describes the technical 
advances by wdiich the cheap newspaper became possible and then the types of 
journalism that it has produced. He comes ultimately to the effects on tho 
social sciences of new methods of communication — the growth of popular writing 
and the decline of the influence of the learned volume. This leads him to a 
number of very provocative obiter dicta both about individual economic writers 
and about the trends of economics. This lecture has the greatest virtue of a 
lecture — that it will stimulate thought and argument.] 

Jellinbk (F.). West of the Decline. London : Alliance Press, 
1948. 8". Pp. 360. 12s. 6d. 

[This is another of those books which put with pretentious Germanic scholar- 
ship the Continental Liberal case against Socialism and Communism. The 
Spenglerian Alhuisserei of tho title is unsupported by tho text : the author’s 
economic cose against Socialism as promoting inflationary philosophies is vitiated 
by the scurrility of his invoctive against socialist economists ; and his solution to 
the spiritual problem of Communism — a voluntary “ Homogeneous State ” of 
like-minded men — commands little respect for his grasp of political sociology. 
The ingenious epigrams which interlard the tortuous style hardly repay the effort 
of following the argument.] 

John Maynard Keynes, 1883-1946, Fellow and Bursar. A Memoir 
prepared by direction of the Council of King’s College, Cambridge. 
Cambridge University Press for King’s College, 1949. 8|". Pp. 42. 
3 8. 6 d. (Plus 2d. postage if ordered from the College Office.) 

[This charming and beautiful memoir w as prepared by the direction of the 
Council of King’s College, Cambridge, of which Lord Keynes was Fellow and 
Bursar for many years. It contains tributes to many facets of Keynes’ life by 
Kingsmen who knew him intimately. They include tho Provost, Prof. Pigou, 
Mr, C. R. Fay and Mr. Proctor (who writes of his work in the Treasury) as well 
as several others. It has also a very characteristic portrait of Lord Keynes, 
taken at Washington in 1945. Copies may be obtained either through book- 
sellers, or in case of difficulty from the College Office, King’s College, Cambridge.] 

Laski (H. J.). The American Democracy. A commentary and 
an interpretation. London : Allen and Unwin, 1949, 9$". Pp. 
x + 786. 25a. 

[To be reviewed.] 
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Levy (H.). England and Germany, affinity and contrast. Leigh* 
on-Sea : Thames Bank Publishing Company, 1949. 8". Pp. v -f- 187. 
7 a. 6 d. 

[To be reviewed.] 

Lewis (J. S.). Partnership for All. London : Kerr*Cros Publish- 
ing Co. (John Lewis Partnership), 1948. 8J*. Pp. xviii + 532. 
12s. 6 d. 

[To be reviewed.] 

Logan (H. A.) and Inman (M. K.). A Social Approach to Eco- 
nomics. Second edition, revised and enlarged. Toronto : University 
Press, 1948. 9". Pp. xiv + 757. 

[This is a new, revised, edition of a book which was reviewed by Hr. Guillebaud 
in the issue of December 1948. Two new chapters have been added dealing 
with national income and the problem of full employment. Various chapters 
have been largely re-written. A section on Socialism has been added. In other 
ways the book has been brought up-to-date.] 

London County Council. Statistical Abstract for London, 
1937-1946, with 1947 figures where available. Vol. XXX. London : 
London County Council, 1948. 10". Pp. 97. 5s. 

[This first post-war abstract covers the years 1937 to 1946 with 1947 figures 
added where possible. It contains an immense amount of statistical information 
in the fields of health and vital statistics, area, population and rateable value, 
education and public -utility services.] 

Ogilvie (Sir Frederick W.). The Importance of Travel as a 
Factor in International Trade. London : British Travel Association, 
1948. 8£". Pp. 15. 

[A lecture delivered under the auspices of the International Union of Official 
Travel Organisations. Sir Frederick Ogilvie surveys the possibilities of tourist 
earnings as a contribution to our balance of payments.] 

Phadke (N. S.). Birth-Pangs of New Kashmir. Bombay : Hind 
Kitabs, 1948. 7". Pp. 34. As. 8. 

[This pamphlet was written in the summer of 1 948 when fighting was still in 
progress in Kashmir. It describes in vigorous language, from the point of view 
of an Indian, the origins and early course of the conflict with Pakistan.] 

Pigou (A. C.). The Veil of Money. London : Macmillan, 1949. 
8". Pp. viii + 150. 8a. 6 d. 

[To be reviewed.] 

Punekar (S. D.). Trade Unionism in India. A study in in- 
dustrial democracy. Bombay : New Book Co., 1948. 84". Pp. 
xv + 407. Rs. 17-8. 

[The author of this study is research officer of the Ministry of Labour of the 
Government of India. No authoritative study was previously available on this 
important subject. He traces the history of trade unionism and the slow develop- 
ment of freedom of associations with chief emphasis on the period from 1919 to 
the present. It is not easy to assess the present strength of the trade unions. 
So far as can be judged out of some 67 million workers in 1938-40 no more than 
about 600,000 were members of unions — a little under 1 %. This may be com- 
pared with about 10% in U.S.A., 33% in the United Kingdom and about 48% 
m Australia. The author goes on to discuss the methods and functions of unions 
the extent of collective bargaining, mutual insurance, as well as problems of organ- 
isation and structure.] 

Raj (K. N.). The Monetary Policy of the Reserve Bank of India. 
Bombay : National Information and Publications. 8$". Pp. 177. 
Rs. 12/— 1. 

[To be reviewed.] 
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Ren old (Sm Charles). The Nature of Management. Occasional 
Papers No. 2. London : British Institute of Management, 1949. 
9'. Pp. 15. 2s. 6d. 

[This is Occasional Paper No. 2 in the same series as that by Mr. Urwick, noted 
below. Sir Charles Benold’s paper is much more deeply concerned with the 
fundamentals of management, m what one means by management, the relations 
of the Board to its Managing Director and its executive generally, the functions of 
management and its organisational structure, the objectives and methods of 
management, and finally control and accountability. Sir Charles Renold's main 
thesis is that the purpose of management is action, but action at second-hand by 
others. From this concept springs his idea of management using a community 
in order to achieve a purpose.] 

Reynolds (Clifton). A Simple Guide to Big Business. London : 
Bodley Head, 1949. 8". Pp. ix + 392. 10s. 6 d. 

[This book, by the author of Glory Hill Farm , utterly defies review or summary. 
It is best described as a verbal transcript of a lively evening’s gossip about big 
business, ramps, rings, manipulations, mergers, monopolies and machinations 
generally. It is as unsystematic as an encyclopedia. It is as irresponsible as a 
back-bench speech. It is as packed with information, possibly inaccurate (no 
reviewer can hope to check it), as a war-time train with passengers. It gaily 
traverses the whole straggle of British industries from beef and bacon, through 
copper, steel and aluminium, soap and margarine, patent medicines and gin, to 
the dogs, the Opera and the “ prep.” school. It manages to touch on hundreds 
of varieties of enterprise which have hitherto eluded the economic text-book. 
Whether he who reads will be a better man, it would be difficult to say. He will 
certainly be the gayer and probably the wiser.] 

Rich (E. E.) (Ed.). Minutes of the Hudson’s Bay Company, 
1679-1684, First Part, 1679-1682. With an introduction by G. N. 
Clark. 1945. Pp. xlvi + 378. Second Part, 1682-1684. 1946. Pp. 

xlvii + 368. London : Hudson’s Bay Record Society. 9§". 

[These volumes throw important light on a dark period in the history of the 
Hudson's Bay Company and make it possible at last to understand the course 
of development of organisation during the formative years. The problems 
of establishing a trading organisation concerned with a highly valuable light-bulk 
article are illustrated in detail in the minutes and in the elaborate supporting 
material of the volume. It is a period in wluch threats of competition from 
members of the company and from foreign powers are met and crushed. The 
editing has been carefully done, though additional notes on the very valuable 
report by John Nixon, Appendix A (first part), would have been welcome. 
The work continues in the tradition of the high standing established by Mr. Rich 
and suggests the need for a comment on the efficiency of the arrangement under 
which no has worked with the Hudson’s Bay Record Society and the Champlain 
Society. He has been able through the arrangements with the Champlain 
Society to attract competent scholars and to avoid the pitfalls which surround 
work done directly under the auspices of a single commercial company, work 
which inevitably sinks to the level of a select type of advertising and to which 
competent scholars are not attracted. The Hudson’s Bay Company and the 
Champlain Society are to be congratulated on the success of the arrangement 
and on the competence of their editor.] 

Road Tbansport Executive. Gazetteer of Undertakings acquired 
to December 31st, 1948. No. 4. London : Road Transport Executive, 
1949. 8". Pp. 64. 

[A revised schedule of undertakings aoquired.] 

Bostas (L.). Comparative Productivity in British and American 
Industry. (National Institute of Economic and Social Research, 
Ooo&sional Papers, No. XIII.) Cambridge : University Press, 1948. 
9J'\ Pp. xxii + 263. 18*. 

[To be reviewed.] 
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Schumann (C. G. W.) and Soheubkogbl (A. E.). Industrial 
and Commercial Share Prioe Indices in South Africa. University of 
Stellenbosch : Bureau for Economic Research, 1948. 10". Pp. 
97. 

[This volume, the first publication of the Bureau of Economic Research of the 
Faculty of Commerce of the University of Stellenbosch, aims to throw light on the 
fluctuations of share prices as an indication of economic trends and fluctuations. 
It gives a number of weighted series covering the period 1910-46. The text is in 
parallel columns of Afrikaans and English.] 

Seers (D.). Changes in the Cost-of-living and the Distribution 
of Income since 1938. Oxford : Basil Blackwell (Oxford University 
Institute of Statistics), 1949. 9£". Pp. 84. 6s. 

[To be reviewed.] 

A Social Survey of Singapore. A preliminary study of some 
aspects of social conditions in the municipal area of Singapore, De- 
cember 1947. Singapore : Department of Social Welfare, 1948. 
8£". Pp. viii + 165. 

[This survey was originally proposed at the end of 1946 because social policy 
was operating in the dark about the dimensions of many of the problems that had 
to be tackled. The survey was based on a sample of 6,000 households, represent- 
ing about one house in thirty. The enumerators were largely drawn from 
students at Raffles College, the College of Medicine and St. Andrew’s School, 
as well as from the Social Welfare Department of the Government. The informa- 
tion secured, and here published, covered a wide range of information about the 
size, composition and racial distribution of households, the number of wage 
earners and their relationship to the head of the house, occupation and its relation 
to race, duration of settlement and other characteristics, housing and overcrowding, 
education, and ties with homelands of immigrants.] 

Sovani (N. Y.) (Ed.). Reports of the Commodity Prices Board. 
Poona : Gokhale Institute of Politics and Economics, 1948. 10". 

Pp. xv + 238. 1 5a, 

[The Commodity Prices Board was appointed in February 1947 to review the 
prices of all commodities and advise the Government as to the prices to be fixed 
for controlled commodities. It was composed of three members, including 
Mr. Gadgil of the Gokhale Institute. It produced over a short period twelve 
reports, covering most of the main commodities. In the autumn of 1947 both 
the President and Mr. Gadgil resigned because their recommendations were over- 
ruled with no indication to the Board as to the reasons. Shortly afterwards there 
was a general move towards decontrol, and the necessity for the Board disappeared. 
Since the reports were of some interest and their official publication was likely to 
be long delayed, Mr. Gadgil has induced the Government to permit their publica- 
tion by the Gokhale Institute,] 

Sovani (N. V.). The Social Survey of Kolhapur City. Part I. 
Population and Fertility. Poona : Gokhale Institute of Politics and 
Economics, 1948. 8|". Pp. 83. 8$. 

[This section of the Social Survey of Kolhapur covers population and fertility. 
It contains much interesting information derived from a questionnaire covering 
2,826 women between the ages of thirteen and fifty. It is interesting that an 
estimate of the net reproduction rate (assuming that life tables for the Bombay 
Presidency in 1931 can be applied to Kolhapur) comes out at 1*16.] 

Sttbrahmanvam (A. N.). An Enquiry into Economic Theory. 
(Studies in Economics and Politics, No. 4,). Mysore : Government 
Branch Press, 1948. 8£". Pp. viii + 115, Rs. 1 /4/~. 

[This small study seeks to consider the most recent trends in the theory of 
economic equilibrium. The author aims to bring into focus the ideas of the chief 
writers of the last fifteen years, both in England and in America.] 
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Ubwiok (L.). A Short Survey of Industrial Management. Occa- 
sional Papers No. 1. London : British Institute of Management, 
1949. 9'. Pp. 31. 2s. 6 d. 

[This is the first of a new series of occasional papers to be published by the 
British Institute of Management. Mr. Urwick has surveyed briefly but effectively 
the field of scientific management from Babbage and F. W. Taylor to Mary 
Parker Follett and Elton Mayo. This is a really useful statement of the present 
state of thought over the whole field of management. But an academic critic 
may well derive the impression that the subject is still too much an arena of 
“ systems ” and slogans and protagonists, and too little a matter of clearly 
defined issues and rigidly scientific arguments.] 

Whitaker (H.). The Harold Whitaker Collection of County 
Atlases, Road-Books and Maps presented to the University of Leeds. 
Leeds: Brotherton Library, 1947. 10". Pp. 143. 10s. 6rf. 

[This is a Catalogue of County atlases, road-books and maps presented to the 
University of Leeds. The principal section contains atlases of the English 
counties in chronological order from 1579 to 1901.] 


American. 

Blum (J.). Noble Landowners and Agriculture in Austria, 1815- 
1848. A study in the origins of the peasant emancipation of 1848. 
(Studies in Historical and Political Science, Series LXV, No. 2.) 
Baltimore : John Hopkins Press, 1947. 9". Pp. 295 + xiv. $4.00. 

[This is a study of the origins of the peasant emancipation of 1848 and the 
part played by noble landowners in effecting t he changes. The study is concerned 
mainly with five of the fifteen lands which made up the Austrian Monarchy 
of that time. Bohemia, Moravia-Silesia, Lower Austria, Hungary and Galicia. 
The conclusions are that the noble landowners were leading advocatos of agrarian 
reform, that their principal reason was an economic one, that the underlying 
causes were a large growth of population, expanding markets for agricultural 
produco, improved transport and thus an interest in capitalistic agricultural 
production among the landowners, j 

Buehler (A. G.). Public Finance. Third edition. New York 
and London : McGraw-Hill, 1948. 9". Pp. xiii 740. 30s. 

[A third edition of a book first published in 1936. It is mainly concerned 
with the particular problems of the United States, but includes for purposes of 
comparison a certain amount of information about Great Britain and other 
countries, as well as many references to the literature of the subject outside the 
United States. This is a very solid and competent text -book w r hich deserves 
careful consideration, but it will probably bo regarded as a little too much devoted 
to American problems to be usable as a general text in an English university.] 

Business Management Action Against Depression. Danger Signs : 
some do’s and don’ts. Washington : Chamber of Commerce of the 
U.S.A., 1948. 9". Pp. 16. 20 cents. 

[This pamphlet asks questions rather than propounds answers. It lists a 
series of basic questions and current problems and presents the current statistics. 
It then prints a series of statistical indicators and invites the reader to indicate 
for the present and for a year hence whether these will be on the rise, or peak, 
on the way down or at bottom. The reader is invited to revise his estimates from 
time to time and compare them with actual performance. The puipose is not 
wholly clear. Is it to prevent us acquiring an exaggerated faith in our own 
infallibility T or is it merely to make us think, and so create an intellectual 
background to our serai-instinctive judgments ?] 

Clayton (W. L.) and Others. Economic Institute on America and 
the International Trade Organization. Washington : Chamber of 
Commerce of the United States, 1948. 9". Pp. 101. $1.00. 

[This includes addresses by W. L. Clayton, J. Abbink, H. S. Piquat, Clair 
Wilcox, Arthur Besse, J. L. Coulter and Wilbert Ward delivered at a conference 
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on America and the International Trade Organisation held in Washington during 
June 1948. All points of view are represented, and there is a short r4suxn4 of the 
discussions.] 

Dibterlen (P.) and Rist (C.). The Monetary Problem of France. 
New York : King’s Crown Press (Carnegie Endowment for Inter- 
national Peace) (London : Geoffrey Cumberlege), 1948. 8J". Pp. 
xvii + 98. 14 8 . 

[To be reviewed.] 

Friedman (L. M.). Pilgrims in a New Land. Philadelphia : 
Jewish Publication Society of America, 1948. 8". Pp. xii + 471, 
$4.00. 

[An account of the contribution made by Jews to American development.] 

Graham (F. D.). The Cause and Cure of “ Dollar Shortage.” 
Essays in International Finance, No. 10. Princeton University : 
International Finance Section, Department of Economics and Social 
Institutions, 1949. 9”. Pp. 15. 

[Provided that the title of this pamphlet can be forgotten, it is a very stimulat- 
ing discussion of a very topical problem. The author is convinced that the roots 
of all our troubles are to be found in fixed exchange rates, fixed at inappropriate 
levels. “ The inherent contradiction between a nostalgic yearning for the fixed 
exchange rates appropriate to unmanaged gold standards (with national price- 
levels moving in substantial uniformity) and the modem desire for national 
monetary independence as a prerequisite to monetary management in the interest 
of high-level employment (with national price-levels moving in aberrant relation- 
ship to one another) is the real explanation not only of the present imbalance 
in international trade but of the inter-war tendency for the world’s gold to move 
to our shores, of the strong demand abroad for stabilisation loans from this country, 
and of the ‘ shortage ’ of dollars in the outside world when the gold supplies 
of foreign countries had been more or loss exhausted and the United States 
was no longer inclined towards foreign investment.” Mr. Graham would sweep 
away the whole International Monetary Organisation on the ground that it 
is preventing the emergence of “ substantially automatic international monetary 
mechanism, persistently working towards equilibrium in the international 
accounts.” This is a case well worth arguing. But the author never goes below 
the monetary surface into the real underlying causes. He does not pause to 
ask whether a worsening of the terms of trade can permit the solution of the essential 
practical problems of the short-term balance of payments of war-shattered 
countries, which must eat and buy materials on some minimum scale, even if it 
serves to strengthen the incentives to their long-term adjustments. The realities 
of “ dollar-shortage ” must involve the facing of these problems.] 

Heaton (Herbert). Economic History of Europe. Revised 
edition. New York : Harper Bros., 1948. 8". Pp. xiv + 792. 

[To be reviewed.] 

Heimann (E.). Freedom and Order. Lessons from the War. 
New York. Charles Scribner, 1947. 8”. Pp. xiv + 344. $3.00. 

[To be reviewed.] 

Hopkins (W. S.). Labor in the American Economy. New York 
and London : McGraw-Hill, 1948. 9". Pp. xi + 368. 21$. 

[The purpose of this book is to produce a study of labour problems in the 
United States inside the limits of a volume which can reasonably be read in 
connection with a single term’s elementary lectures. The author has aimed to 
exclude vast masses of semi -relevant detail and to ensure that there is a clear thread 
of argument running through the book. He has also aimed to exclude the sort 
of theoretical analysis which can reasonably be assumed to be absorbed from 
courses or reading in economic theory. The book plunges straight into the 
problems. It beams in Part I with unemployment and tie various categories 
of it that may be distinguished. It goes on next to problems of wage and working 
conditions. In Part II the methods of collective bargaining, trade unions 
employers’ associations and employers’ weapons are discussed, leading up to 
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negotiations and agreements and to conciliation and arbitration. Part III covers 
the public interest and national labour policy. Appendices print the Employment 
Act of 1048, the Wagner and Taft-Hartley Acts, and the President’s Veto Message 
of the latter.] 

Horton (B. J.), Ripley (J.) and Sohnapper (M. B.). Dictionary of 
Modem Economics. A handbook of essential information concerning 
the basic terms of business, finance, commerce and modem economic 
society. Washington : Public Affairs Press, 1948. 9". Pp. ix + 
365 . $ 5 . 00 . 

[The authors of this dictionary argue in the introduction that the greater 
complication of economics since Palgrave’s Dictionary of Political Economy 
requires that “ some effort be made to assemble and co-ordinate — primarily for 
the layman and incidentally for the college student — reasonably lucid definitions 
of those terms which cover the economic facts of life.” With that strictly 
limited objective, this dictionary will be of use. But it would be dangerous to 
challenge comparison with Palgrave. It is made up in the main of short entries 
of five to ten lines giving a necessarily very summary account of the matter under 
discussion. It defines but does not as a rule discuss. There is no indication 
(as in Palgrave) of the literature to which a student might go for further informa- 
tion. The individual entries are on the whole accurate and clear, but they 
include a certain number in which the statement is, at the least, open to doubt.] 

Htjltgren (T.). American Transportation in Prosperity and De- 
pression. New York : National Bureau of Economic Research, 
1949. 9". Pp. xxxiii + 397. $5.00. 

[This volume forms the third in the National Bureau Series of Studies in 
Business Cycles. It does not attempt to carry the examination of the problem 
beyond 1938. Its main purpose is to consider the cyclical changes in input and 
output, the variations of employment and their relations to fluctuations of traffic, 
the relations of the cyclical movements to the secular changes that were affecting 
both the volume of goods to be carriod and the competition of road with rail. 
This is an important and authoritative monograph which should be studied both 
by those concerned with trade cycles in the U.S. and by those interested in tho 
economics of transport.] 

Inheritance and Estate Taxes in Kentucky. Department of 
Revenue, Commonwealth of Kentucky, Special Report No. 6. Lexing- 
ton, Kentucky : Bureau of Business Research, 1947. 9". Pp. 104. 

[This study was prepared for the Department of Revenue of the State of 
Kentucky by Prof. E. Z. Palmer, late of the Department of Economics of the 
University of Kentucky, Prof. R. Sullivan, now Professor in the same Depart- 
ment, and Mr. Ellis Sulton former Director of the Division of Income Taxation.] 

Killingsworth (C. C.). State Labor Relations Acts. A study of 
public policy. Chicago University Press (Cambridge University 
Press), 1949. 9". Pp. x + 328. 225. 6d. 

[This book deals with the content and policy of the legislation regulating 
labour relations in the separate States of the u.S.A. In the process of so doing, 
it makes more than incidental reference to the corresponding provisions of 
Federal legislation. The reasons which the author gives for making a systematic 
study of State legislation are that there are in the U.S.A. some 13 million workers 
in industries which the Federal legislation rarely touches, that State legislation 
may provide a field in which innovations and deviations from prevailing policies 
and methods can be tested before enactment of Federal legislation, and that State 
legislation makes possible a comparative analysis which clarifies some general 
principles of labour-relations policy. The author seeks to show that all labour- 
relations legislation. State and Federal, must fall into one of two broad categories — 
protective, as it protects the right to organise and thereby encourages collective 
bargaining, or restrictive, as it imposes obstacles in the way of trade-union 
organising campaigns and thereby, in effect, whatever may be its intention, 
hinders collective bargaining. The key to public policy in labour relations, he 
concludes, therefore lies in the answer, which he himself does not attempt to 
supply, to the question whether it is collective bargaining or some alternative to it 
that best furthers the public interest. Such an approach may seem an over- 
simplification of the complex considerations affecting policy in the field of 
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industrial relations. The real value of the book lies in its clear exposition of the 
main features of the State legislation which plays a not unimportant part in the 
regulation of labour relatione in the U.S.A. and of which so much less is known 
than of the Federal legislation.] 

Kimball (Janet). The Economic Doctrines of John Gray, 1799- 
1883. Washington, D.C. : Catholic University of America Press, 
1948. 9". Pp. viii + 162. 

[This is an excellent example of the short monograph which engagingly 
says all that there is to be said about a figure of secondary importance, relating 
the discussion to the trends and controversies of his time. John Gray is a some- 
what enigmatic and rather shadowy figure. The Lecture on Human Happiness , 
his best-known work, was written when he was twenty-six. In the Social System , 
written when he was thirty-two, he is already much more subdued. His Lectures 
on the Nature and Use of Money , written when he was forty -nine, marks hiB last 
appearance as an author and controversialist, although he lived for a further 
period of thirty-five years in prosperous silence. He appears to have been a 
striking example of the class of revolutionary whose fervour is gradually sapped 
by worldly success. It is as one of the Ricardian Socialists that Gray occupies 
a certain place in the history of Socialism. One of the most useful chapters in 
this thesis is that in which the author summarises Gray’s lines of attack on the 
Classical School, and the grounds of his repudiat ion of laissez faire and of com- 
petition. Here already the world is to be run by regulation. In dealing with the 
constructive ideas of Gray, the author rightly emphasises how impractical his 
projects were, and of how little knowledge of ordinary human nature and psy- 
chology he was possessed. There are interesting chapters relating Gray to his 
contemporaries and successors, both m England and on the Continent.] 

Lester (R.) and Shister (J.) (Ed.). Insights into Labor Issues. 
New York and London : Macmillan Company, 1948. 81". Pp. 

x + 368. 20 s. 

[This book consists of thirteen essays in the writing of which seventeen 
authors, all but two of whom hold academic appointments (mostly as associate 
or assistant professors) in the U.S.A., have participated. Some of the essoys 
deal with practical problems arising out of the relations betweon management 
and labour, some with the theory of wages, some with matters affecting only 
the present situation in th$ U.S.A. , some with more general questions of widor 
interest. The editors state that no attempt has been made to co-ordinate the 
essays or to present a common point of view, and it is difficult to see how, with such 
a variety of subjects, any such attempt could have been made. If, however, 
one seeks a theme common to the majority of the essays, it can perhaps be found 
in an attempt to grapple with what for American industry are comparatively 
new problems — the recent growth of trade- union organisation and the still more 
recent tendency to widen the scope of collective bargaining. The growth of trade 
unions has not only increased the amount of collective bargaining, but, in some 
industries and some areas, has altered its nature so that the former American 
pattern of collective bargaining between an individual employer and a trade 
union is in some cases being displaced by bargaining on behalf of a whole industry 
within a particular area. This is particularly true of the San Francisco area, 
where industry-wide collective bargaining has been adopted, partly for reasons 
peculiar to the circumstances there prevailing and partly in conscious imitation 
of British and Swedish methods. It is with problems of transition such as these — 
their repercussions on the theory and practice of wages and industrial relations 
— that many of the essays deal.] 

Lintner (J.). Mutual Savings Banks in the Savings and Mortgage 
Markets. Boston : Harvard University, Graduate School of Business 
Administration, 1948. 8". Pp. 559. $6.50. 

[This is an sxh&ustivs and definitive monograph which analyses with groat 
care the praotice and policies of mutual savings banks. While their position 
is strong and their importance in the accumulation of savings is great, they have 
been declining in recent years relatively to other agencies, particularly life in- 
surance. The author considers how their services may be improved. 
the development of life-insurance business. He goes on to the invest- 

® ivea the , resuIts of a lar « e sample investigation of more than 
10,000 individual mortgage loans made by Massachusetts mutual savings banks 



1049] 


RECENT PERIODICALS AND NEW BOOKS 


297 


since 1918. On the basis of this investigation he is able to make suggestions for 
the reduction of risks in suoh business.] 

Loucks (VP. N.) and Hoot (J. W.). Comparative Economic Systems. 
Third edition. New York : Harper Bros., 1948. 9". Pp. xv -f 836. 

[To be reviewed.] 

Metzler (L. A.) and Others. Income, Employment and Public 
Policy. Essays in Honor of Alvin H. Hansen. New York : W. W. 
Norton, 1948; and London: Allen and Unwin, 1949. 81". Pp. 
viii + 379. 21$. 

[To be reviewed.] 

Morgan (T.). Hawaii, a Century of Economic Change, 1778 -1876. 
Cambridge, Mass. : Harvard University Press (London : Geoffrey 
Cumberlege), 1948. 8£". Pp. xi + 260. 22$. 

[This is a very thorough and scholarly study of Hawaii. It begins with a de- 
scription of the status of the Hawaiians in 1778, tracing their original colonisation, 
the population, land tenure and organisation of production at that time. It goes 
on to describe the decay of feudalism over the period 1778-1844, showing the 
results of the early fur and sandalwood trade, the social effects of whaling, the 
coming of the missionaries, the gradual introduction of new techniques and of 
money, and the collapse of native moral. There follows a more detailed study of 
the period 1845-76 with land reform, the peak and subsequent collapse of whaling, 
the Californian gold rush with sudden new demands for agricultural products, 
and the growth of new industries, chief among which was sugar. The author 
manages to combine a readable and fascinating account of the developments 
over the century with a wealth of statistical detail.] 

Moulton (H. G.). Economic Systems. Free Enterprise, Com- 
munism, Socialism, Hybrids : regulations compatible with private 
enterprise. Washington : Brookings Institution, 1948. 8". Pp. 55. 
50 cents. 

[This pamphlet forms Chapter VI of the volume entitled Controlling Factors 
in Economic Development by the same author, published by the Brookings In- 
stitution.] 

National Planning Association. Planning Pamphlets. No. 65. 
Can Farmers Afford to Live Better ? By L. Nelson. Washington D.C. : 
National Planning Association, 1948. 7£". Pp. viii +- 32. 50 cents. 

[The author of this pamphlet argues that it is in the national interest, as well 
as in that of the farmers themselves, that they should use their good incomes of the 
present to raise living standards, improve conditions, and make rural life more 
attractive to the younger generation so far as supplies of goods permit, or failing 
that to save temporarily in order to buy similar goods later.] 

Pbgrum (D. F.). The Regulation of Industry. Chicago : Richard 
Irwin, 1949. 9". Pp. xii + 497. $4.75. 

[To be reviewed.] 

A Program for Community Anti-Communist Action. Washington : 
Chamber of Commerce of the United States, 1948. 9". Pp. 56. 
50 cents. 

[The preface of this pamphlet says that its purpose is to frustrate the latest 
move of the Amerioan Communists : 41 having found new resistance at top levels 
— in Government, unions, the Press and other means of communication — [they] 
have received instructions to work more directly on the masses of the people 
at the local level.” The Chamber of Commerce of the United States is determined 
to block this.] 

Robinson (J.) and Others. Were the Minorities Treaties a Failure ? 
New York : Institute of Jewish Affairs, 1943. 9". Pp. xvi + 349. 
$2.00. 

[An examination of the treaties made after 1914-18 with the smaller states 
of Eastern Europe end the Middle East.] 
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Sanders (T. H.). Company Annual Reports to Stockholders, 
Employees, and the Public. Boston : Harvard Business Sohool, 
1949. 8". Pp.xiii + 338. $3.75. 

[To be reviewed.] 

Spiegel (H. W.). The Brazilian Economy : chronic inflation 
and sporadic industrialization. Philadelphia : Blakiston Company, 
1949. 8£". Pp.xiii + 246. $4.50. 

[This study of the Brazilian economy begins by discussing the national 
income, prices and finances of the country. It goes on to its population and 
man-power resources, its foreign trade and foreign loans and investment. It 
ends with two groups of chapters discussing the agricultural problems and the 
industrial development.] 

Taylor (P. E.). The Economics of Public Finance. New York 
and London : Macmillan, 1948. 8". Pp. xxiii + 617. 22*. 6 d. 

[To be reviewed.] f 

Thomson (C. A. H.). Overseas Information Service of the United 
States Government. Washington D.C. : Brookings Institution, 1948. 
9". Pp. xii + 397. $4.00. 

[An account of the work of the United States Office of War Information and 
of the information services of the Co-ordinator of Inter-American Affairs.] 

Whittlesey (C. R.). Principles and Practices of Money and 
Banking. New York and London : Macmillan, 1948. 8". Pp. 

xxiv + 688. 245. 

[This is a solid and useful text of money and banking which has many of the 
virtues and some of the disadvantages of being old-fashioned. It starts with 
basic concepts, the use of money and the development of forms of money. It 
goes on to credit instruments, banking and the functions of banks and associated 
financial and credit institutions. It then proceeds to a brief and agnostic review 
of monetary theories. Having disposed of these preliminaries in 100 pages 
it can get down to a solid 5§0 pages of banking principles, problems and practices. 
The currency and banking history of tho U.S.A. gets full measure of treatment. 
The financial history is covered pretty fully not only between the wars, but right 
down to 1945. Fiscal policies for full employment (including the British White 
Paper) get a chapter. Finally current financial problems are examined yuth a 
special eye to the effect of interest rates, national debt and deficit financing, and 
the problems of international finance, exchange, the I.M.F. and reconstruction. 
A very solid, useful and informative book, well worth consideration, but the verdict 
may be that it is better suited as an American than as a British text.] 

Wolman (L.). Industry-Wide Bargaining. New York : Founda- 
tion for Economic Education, 1948. 9". Pp. 63. 50 cents. 

[Prof. Wolman is gravely concerned about the dangers to the American 
economy from nation-wide wage bargaining. “ The theory on which the national 
union operates is essentially monopolistic. . . . Once they achieve or approximate 
full control over a competitive industry, national unions become, next to the 
government, the next effective cost-and-price-raising instruments of modem 
times. In the long run they have this effect not only by reason of their 
wage policies but through the ways they limit the right to manage and devise 
elaborate and cumulative restrictions of output “ The most urgent and effective 
means for dealing with the evils which have arisen in labor relations oonsist in 
removing the special privileges granted organized labor by government dur ing 
the last aecade. . . . At bottom, however, the problem of labor monopoly cannot 
be effectively dealt with unless, and until, the immunity to the anti-trust laws 
which organized labour has enjoyed since 1914 is withdrawn.”] 

Zrpp (G. K.). Human Behaviour and the Principle of "Least Effort. 
Cambridge, Mass. : Addison-Wesley Press, 1949. 9". Pp. x 4- 673. 
$6.50. 

[To be reviewed.] 
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French . 

Cadart (J.). Regime Electoral et Regime Parlementaire en 
Grande-Bretagne. Cahiers de la Fondation Nationale des Sciences 
Politiques, No. 5. Paris : Armand Colin, 1948. 9J". Pp. 224. 

[The author, impressed by the stability of British political institutions 
compared with those of France, has endeavoured to ascertain how far the British 
electoral and parliamentary systems could be applied to his own country. The 
result is a well-documented account of the evolution and present structure of 
British politics including a careful statistical analysis of recent elections compiled 
from authoritative British sources, A distinctive feature of the book is a short 
appraisal of the case for proportional representation . M. Cadart concludes that 
the instability of French political conditions means that the British system of 
majority rule would not be readily applicable to France — “ the parliamentary 
system (in France) runs the risk of disappearing altogether. It is merely 
sufficient for a party to be hostile to the parliamentary system or simply indifferent 
to it, in order for it to bring about its downfall and replacement by another form 
of government.” Finally, M. Cadart places particular emphasis upon the right 
of dissolution afforded to the government in power in Great Britain which 
promotes stable majority rule. It is therefore paradoxical that this right is 
denied to the executive in France primarily in order to preserve the supremacy 
of the National Assembly.] 

D’Estaing (E. G.). Le Chemin de la Pauvrete. Paris : Spi(l, 
1947. V. Pp. 292. 

[The publishers claim for this book that it is the French counterpart to Hayek’s 
Hoad to Serfdom. This is a poor description of it, for it is much narrower in scope. 
M, IVEstaing is solely concerned with the development of a strong indictment 
of the post-war economic programmes of successive French governments 
committed to extensive nationalisation projects. The main characteristic of the 
book is its polemical style of the best French journalistic tradition — 44 Dieu, le 
P6re, ayant cre6 le monde, s’arreta le septic me jour. Mais vint le dirigiste qui le 
huiti^me jour, pretendit paracliever Poouvre qu’il estimait incomplete.” I As one 
might expect, the case against State direction is rather overstated. It might well 
be argued that political exigencies alone cannot acquit successive administrations 
in France from the charges brought against them with regard to fiscal and 
financial policy and its effect on wages and prices. M. IVEstaing drives home 
this point with great force. However, the complex problems of the post-war 
French economy cannot be solved merely by a return to “la sante mondtaire.” 
The reviewer has looked in vain for mention of the Monnet Plan, but M. IVEstaing 
has concentrated so much upon the description of particular failures in the various 
sectors of the French economy that he seems to liavo been unaware of any overall 
economio recovery programme for his own country.] 

Goetz- Gibe y (R.). La Pensee Syndicate Frangaise militants et 
theoricfens. Paris: Librairie Armand Colin, 1948. 91". Pp. 173. 

[This book contains a useful outline-history of tendencies in French trade 
unionism. Those who remember that stimulating but evanescent first contact 
with the ideas of the French syndicalists, introduced to us through G. D. H. Cole’s 
World of Labour at the time of the First World War, will read Professor Goetz- 
Girey’s chapters about Pelloutier and Sorel, the F6d6ration des Bourses du 
Travail and the birth of the C.G.T., with special relish. In Part 2 the author 
proceeds to describe what he chooses to call “le syndicalisme int6gr6 et con- 
structeur ” ; among which he includes the theories of Molinari, Durklieim and 
Duguit and the practice of the 44 syndicate jaunes,” and of the catholic and the 
reformist unions. From this he proceeds to describe the rise of the idea of 
Corporativism (embodying the notion of an identity of interests of workers and 
employers) and to discuss the r61e of trade unions in an 44 Economio dirigee.” 
The short concluding chapter on the future of trade unionism brings an interesting 
work 'to a rather disappointing close, and contains little that is stimulating or 
new.] 

Gonnard (R.). La Conqu&te Portugaise. Decouvreurs ©t 
Economist©©. Paris : Librairi© de Medicis, 1947. 7$". Pp. 162. 
159 fr. 

[The British reader will be familiar with the story of sixteenth-century 
Portuguese disooveries, but there must hardly l>e one book in tho English language 
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which considers the writings of the Portuguese mercantilists who examined the 
economic effects of early colonial expansion. Prof. Gonnard gives a highly 
interesting summary of the views of four of them, Luis Mendes de Vasconoelos, 
Duarte Gomes Solis, Severin de Faria and Duarte Ribeiro de Maoedo, all of whom 
wrote within the period 1580-1680. The writings of the first-named, Vasconoelos, 
are noteworthy for their critical appraisal of the economic and political effects of 
Iberian colonial policy.] 

Les Minorites Ethniques en Europe Centrale et Balkanique. Insti- 
tut National de la Statistique et des fitudes iSconomique. Paris : 
Presses Universitaires, 1946. 9|". Pp. 93. 

[A short study of racial minorities in Eastern Europe covering the Balkans, 
Italy, Austria ana Czechoslovakia. Because of the profound changes wrought by 
the Second World War, the study has been limited to a description of the location 
and vital statistics of minorities in these countries using 1938 for comparative 
purposes.] 

Mossis (R.). Le Systfeme Monfetaire de Bretton Woods, et les 
Grands Probifemes de l’Aprfes- Guerre. Paris : Recueil Sirey, 1948. 
10". Pp. 152. 

[To bo reviewed.] 

Waline (P.). Les Relations entre Patrons et Ouvriers dans 
l’Angleterre a’aujourd’hui. Paris : Marcel Rivifere, 1948. 9". Pp. 
304. 400 fr. 

[To be reviewed.] 

Dutch. 

Kernkamp (J. H.). Economisch-historische Aspecten van do 
Idteratuurproductie. ’S-Gravenhage : Martinus Nijhoff, 1949. 9". 
Pp. 32. 

[This is a reprint of Dr. Kemkamp’s inaugural lecture at the Rotterdam 
School of Economics. It surveys the economic history of printing and publishing 
on the Continent, and gives some fascinating glimpses of the fairs held at regular 
intervals in Leipzig and Frankfurt as early as the sixteenth century.] 


Swiss . 

Baumgartner (R.). Die wirtschaftliche Bedeutung der chemischon 
Industrie in Basel. Berne : Francke, 1947. 9". Pp. 197. 

[A detailed statistical study of the sections of the Swiss chemical industry 
that are located in Basle and their relation to the Swiss chemical industries as a 
whole. Most of the data refers to 1939.] 

Bbglinger (J.-F.). Les Conditions ficonomiques de la Paix. 
Lausanne : Librairie F. Rouge, 1947. 9". Pp. 264. 

[The first two-thirds of this book are devoted to reviewing in successive 
sections the principal books on the economic bases of peace. The authors 
selected for treatment include E. H. Carr, J. E. Meade, Hans Heymann, Oswald 
Dutch, Lord Beveridge, Antonin Basch. In the last third of the book the author 
goes on to develop his own ideas of the roots of our present difficulties, the extent 
to which they are economic rather than psychological, the underlying moral causes 
and the possible remedies.] 

Saitzew (M.) (Ed.). Zurcher Volkswirtschaftliche Forachungen. 
Vol. 34. Etienne Bonnot de Condillac. By P. Meyer. 1944. Pp. 
viii + 252. Sw. fr. 15. Vol. 35. Der Stoat und die KarteUe. By 
E. Eggmann. 1945. Pp. xii + 224. Sw. fr. 16. Vol. 36. Der 
Suezkanal ala Konjunkturanzeiger der Weltwirtachaft. By G. Mehrlin 
1945. Pp. xxii + 221. Sw. fr. 17.50. Vol. 37. Der Oedanke der 
Autarkie. By J. NiehanB. 1945. Pp, xx -f 248. Sw. ft. 16. 
Vol. 38. Jean-J oseph-Louis Oraelin. By E. Borschberg. 1916! 



1949] 


RECENT PERIODICALS AND NEW BOOKS 


301 


Pp. x + 193. Sw. fr. 13.60. Vol. 39. Der Peraonennahverkehr der 
Stadt Zurich. By E. Jager. 1946. Pp. xx + 376. Sw. fr. 27.60. 
Vol. 40. Die Saisonschwankungen in der schweizerischen Volkswirt- 
schaft, By F. Ehrsam. 1948. Pp. xvi + 262. Sw. fr. 22.60. 
Zurich : H. Girsberger. 9]". 

[To be reviewed.] 

German. 

Brinkmann (C.). Soziologische Theorie der Revolution. Got- 
tingen : Vandenhoeck and Ruprecht, 1948. 9". Pp. 117. 

[To be reviewed.] 

Brinkmann (C.). Wirtschaftstheorie. Gottingen : Vandenhoeck 
and Ruprecht, 1948. 8.]''. Pp. 136. 

[To be reviewed.] 

Eichbobn (R. von). Spezialworterbuch fur Handel und Wirtschaft. 
II Teil : Englisch-Deutsch. Stuttgart : Deutsch VerlagB-Anstalt, 
1948. Pp. 391. 

[This is the English-German portion of a dictionary or vocabulary of com- 
mercial, financial and industrial torms, the German- English portion of which 
has already appeared. The present volume is likely to be of great assistance to 
all who are concerned with finding the correct German equivalent for expressions 
which are in current use in the business world. Any one who has tried to use an 
ordinary dictionary for this purpose will know that these terms are barely catered 
for at all. Herr von Eichborn’s vocabulary is handy in size and remarkably 
comprehensive within its scope, though its value to the professional economist 
would be increased if it contained more of the special terms which he is accustomed 
to use. A certain number of these are, indeed, to be found here, such as marginal 
utility and disutility, marginal cost, but not marginal revenue, nor comparative 
costs, nor the terms of trade, nor many other familiar terms. There is one rather 
surprising omission, which is surely on unfortunate one — no genders are attached 
to any of the German nouns, with the result that the user whose native language 
is English and who is not already familiar with German, must either guess at the 
gender or look the word up in a German-English dictionary. Despite these 
criticisms there is good cause to be grateful for a soundly conceived and well- 
executod English-German vocabulary of technical terms employed in trade, 
industry, banking, the stock-exchange and the like. There is also a very useful 
Appendix giving comparative tables of English, American, and metric, weights 
and measures.] 

Kuczynski (J.), Stud ion zur Gescliichte des deutschen Imperial- 
ismus. Vol. I. Monopole und Untemehmerverbande. Berlin: Dietz 
Verlag, 1948.. 8". Pp. 403. 

[To be reviewed.] 

Austrian . 

Illy (L.). Das Gesetz des Grenznutzens. Vienna : Springer- 
Verlag, 1948. 9|". Pp. iv + 344. 

[To be reviewed.] 

Italian . 

Bordin (A.). Principt di scienza economica. Turin : G. Giappi- 
chelli, 1948. 10". Pp. iv + 250. 13001. 

[The second edition of an introductory text-book first published in 1946. It 
deals on a fairly abstract level with the basic theories of exchange and 
production.] 

Bobbin (A,). Scambi mtemazionali c moneta. Turin : G. 
Giappichelli, 1948. 10". Pp. 406. 13001. 

[A mimeographie reproduction of a course of lectures, delivered at the 
University of Turin in the academic year 1947-48, on international trade and 
money.] 
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Boudin (A.)- Statioa economica. Milan : Giuseppe Prineipato, 
1948. 10". Pp. viii + 290. 

[A mathematical presentation of the pure theory of value in terms of 
equilibrium analysis, with some reference also to problems of a planned economy.] 

Gambino(A.). Problemi della Politics Creditizia. Milan : Rodolfo 
Malfasi, 1948. 9J". Pp. 165. 

[To be reviewed.] 

Morselu (E.). Corso di scienza della finanza pubblica. Vol. I. 
Primi principi di scienza delle finanze e diritto finanziario. Padua : 
Cedam, 1949. 10". Pp. 322. 12001. 

[The fourth edition of a course of lectures on Public Finance. This first volume 
deals with “ First Principles.*’] 

Romani (M.). Pellegrini e viaggiatori neireconomia di Roma dal 
XTV al XVII secolo. Milan : “ Vita e Pensiero,” 1948. 10". Pp. 

xiii + 350. 1200 1. 

[Thi3 is an historical study of the economic aspects of the pilgrimages to Rome 
from the fourteenth to the seventeenth centuries. The first chapter deals with the 
communications, security and generally with the conditions in which the journey 
was performed. Subsequent chapters consider accommodation in Rome, and 
the charges made on the visitors, and attempt estimates of their numbers. A 
final chapter assesses the repercussions of the pilgrimages on the economic life 
of the city.] 

Volfe (G. la). Convenienza economica collettiva. Padua : 
Cedam, 1948. 10". Pp. xvi + 281. 2000 1. 

[A treatise on collective economic welfare.] 

Spanish. 

LEVi-PROVENgAL (E.) and Gomez (E. G.). Sevilla a comienzos del 
siglo XII. Madrid : Moneda y Cr6dito, 1948. 7". Pp. 203. 27 
pesetas. 

[A Spanish adaptation of a French translation of a treatise in Arabic by 
Ibn ’Abdun on Seville at the beginning of the twelfth century. Soft or Gomez has 
retained as they stand Monsieur Levi-Provon^al’s introduction and notes and the 
general form of his translation, but has also consulted the original Arabic text 
for the adaptation of the treatise itself.] 

Pabon (J.). Zarismo y Bolchevismo. Madrid : Moneda y 
Cr&lito, 1948. 7". Pp. 217. 27 pesetas. 

[This book — Zarism and Bolchevism — is a collection of three essays entitled 
“ The U.S.S.R. and Europe,” “ The Grand Duchess and the Terrorist” and “The 
Great Trials.”] 

Sard! (J.). La Politica Monetaria y las fluctuaciones de la Eco- 
nomxa espanola en el siglo XIX. Madrid : Instituto de Economia 
“ Sancho de Moncado,” 1948. 9". Pp. 366. 

[A study of Spanish monetary policy and the fluctuations in the country’s 
economy during the nineteenth century.] 

Villalbi (P. G.). Politica de la Produccidn. Barcelona : Editorial 
Juventud, 1948. 8£". Pp. xxii + 809. 100 pesetas. 

[This is Volume II of the proposed four volumes of Professor Villalbl’s Curso de 
Politica Econ&mica Contemporanea, The first part deeds with the theory of 
production and the fundamental practical issues of its development ; a second 
with the labour problem in production. In a third section Professor Villalbi 
considers agrarian policy in various European countries and the United States, 
animal husbandry and afforestation. A fourth section is devoted to mining and 
other industries. There is a useful index and very full and careful chapter 
headings.] 
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Swedish. 

LOwegren (G.). Swedish Iron and Steel. A historical survey. 
Stockholm : Svenska Handelsbanken, 1948. 9”. Pp. 123. 4 Sw. kr. 

[An English version of a short but valuable monograph which outlines the 
history of the Swedish iron and steel industry from the earliest times down to the 
present days. It contains also some useful material on the iron resources of 
Sweden.] 

Czech. 

Martin, K. and Others. Tjvahy o Planovani. Prague : Orbis, 
1948. 8”. Pp. 53. Kcs. 24. 

[This booklet has been issued on behalf of the Czechoslovak Planning Com- 
mission and it contains, apart from the essay referred to in the title, also essays 
by H. Mine, the Polish Minister of Industry, on planning in Poland and by N. A. 
Voznftsenskij on the war economy of the Soviet Union. Dr. Martin is trying to 
justify planning with a black and white technique which fails to persuade. In 
view of the fact that this essay embodies a lecture given by the author to a 
group of provincial officials of the Communist party, persuasion may not have 
been intended.] 

Simak, J. Export — jeho organisace a technika. Prague : Melan- 
trich, 1946. 8". Pp. 246. Kcs. 120. 

[This is a handbook on the export trade containing chapters on the general 
importance of exports for the national economy, the organisation of an export 
house, the technique of the export trade and tho bodies which may assist the ex- 
porter. Though it hardly pretends to be more than an elementary approach to 
the problems covered, it is well written and, within its limits, exhaustive.] 

SpA&el, B. and Others. Zemedelska dan. Prague: Orbis, 1948. 
7". Pp. 452. Kcs. 128. 

[This is a detailed commentary on the law relating to the agricultural tax. 
The purpose of the tax is to increase agricultural production by reducing the 
disincentive effects of previous taxation measures, and also, by a measure of dis- 
crimination against the larger farmers, to assist the government in the destruction 
of that class.] 

Egyptian. 

Nassif (Elie). Capitalisme ou Collectivisme. Cairo : Les Lettres 
Francises, 1946. 9|". Pp. 190. 

(This book examines the relative attainments of capitalist and collectivist 
economies with regard to the raising of tho standard of living, maintenance of 
stable employment and suitable social institutions. The first ten pages are a 
familiar recitation of the merits and demerits of Capitalism, concluding with a 
sentence that may be taken as typical of the whole book — “it seems that the 
prospects of the resistance and the survival of capitalism are much more the 
function of the degree of force and cohesion of the political and social elements 
which are in combat with it, and a function of the political capacity of the classes 
in power rather than a function of its merits and demerits. The problem is a 
political, social and biological one rather than an economic one.” The section on 
Soviet collectivism collates a great deal of statistical material from a large number 
of sources. The conclusions are rather indefinite. Collectivism & la Russe appears 
to be no substitute for modern Capitalism, in the author's opinion, but whether 
Capitalism can be reformed is difficult to determine.] 

Chinese. 

Social Sciences Study Papers. No. 1 . National Income of China, 
1933, 1936 and 1946. By Pao-San Ou. 1947. Pp. 26. No. 2. 
China’s Industrial Production, 1931-1946. By Foh-Shcn Wang. 1948. 
Pp. 17. Nanking : Institute of Social Sciences. 9". 

[Of these two pamphlets, No. 1 gives an estimate of the Chinese national 
income, built up from somewhat exiguous material. Estimates for 1933 and 1936 



304 


THE ECONOMIC JOURNAL 


[JUNE 


are taken from an earlier work by the same author. The estimate for 1046 has been 
added, mainly with the aid of comparative data of physioal output, not all of 
which has a nation-wide coverage. The resultant estimates are made at pre-war 
prices. They inevitably have a considerable margin of error. They suggest 
that the 1946 national income was about 90*8% of that of 1930, with a population 
some 4*5% greater. No. 2 provides an index of China’s industrial production. 
It is estimated to have risen from 79 in 1936 (1942 = 100) and 36 in 1938 to 
114 in 1946 and then to have fallen to 76 in 1946. ] 


Official. 

Bbitish. 

Department op Trade and Commerce. Report on the Admini- 
stration of the Emergency Exchange Conservation Act, Schedule III ; 
November 17, 1947 to December 31, 1948. Ottawa : Department of 
Trade and Commerce, 1949. 11". Pp. 31. 

[This very interesting report shows the measures taken by Canada to control 
imports and stimulate home production because of her dollar shortage and the 
changes of imports between 1947 and 1948.) 

Goldenberg (H. C.). Bread-Baking Industry in Western 
Canada. Ottawa : Combines Investigation Commission, Department 
of Justice, 1948. 10". Pp. 115. 25 cents. 

[This is a report by Mr. Carl Goldenberg, who was appointed a Special Com- 
missioner under the Combines Investigation Act to inquire into an alleged Combine 
in the bread- baking industry in the three provinces of Saskatchewan, Alberta 
and British Columbia.] 

Office of the Industrial Assurance Commissioner. Industrial 
Assurance. Statistical Summary, 1937-1947. London: H.M. 
Stationery Office, 1948. 121". Pp. 4. U. 

[A summary of the results of industrial assurance companies and collecting 
societies incorporated or registered in (.Treat Britain for the years 1937-47. The 
total fund rose from £409 million in 1937 to £736 million in 1947.] 

Belgian. 

Compte Rendu des op6rations et de la situation de la Caisse G4n4rale 
d’fipargne et de Retraite de Belgique institute par la loi du 16 mars 
1865 sous la garantie de PlSfcat. Brussels, 1947. 12". Pp. 297. 

[A survey for the year 1947.] 

Czechoslovak. 

The Constitution of the Czechoslovak Republic. Prague : Ministry 
of Information, 1948. 9£". Pp. 77. 

[Port VIII of the Constitution deals with the economic system of Czecho- 
slovakia. It is laid down that the means and instruments of production shall 
be either national property, or the property of People’s Co-operatives, or in private 
ownership of individual producers. Certain industries are enumerated as being 
exclusively national property but the private ownership of small and medium 
enterprises of up to 60 employees, and the private ownership of land in xespect 
of farmers who till the land in person where the land does not exceed 60 hectares, 
is guaranteed. Private monopoly organisations operating for profit, in particular 
cartels, trusts and syndicates, are prohibited.] 

Pr6beh plnenf hospodarsk^ho planu. II ctvrtletl 1948. Prague : 
Ministry of Information, 1948. 8". Pp. 87. Kcs. 58. 

[This is a continuation of the series of quarterly reports on the progress of the 
Czechoslovak economic plan. The present volume deals with the second quarter 
of 1948. The presentation suffers from an insufficient commentary to the abund- 
ance of figures contained in the book. If this book is intended for the information 
of laymen it is hardly likely to achieve its object.] 
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Prvni oeskoslovensk^ petilety plan. Prague : Ministry of Informa* 
tion, 1948. 8". Pp. 171. Kcs. 35. 

[ThiB is a discussion of the economic and legal bases for the five year plan 
adopted by Czechoslovakia in 1948. It contains statements by the Communist 
President and Prime Minister of Czechoslovakia, the text of the Act by which 
the plan has been brought into operation together with the introductory govern- 
ment memorandum to it and detailed figures relating to the sectional plans to be 
attained in every industrial field. ) 

Polish. 

Contribution to Vital Statistics in Poland in 1946 and 1947. 
Warsaw : Central Statistical Office, 1949. 11|". Pp. viii + 32. 

[This volume of vital statistics includes an English preface and the table- 
headings are all in English as well as Polish.] 

information on Poland. Warsaw : Ministry of Foreign Affairs, 
1949. 10”. 

[A loose-leaf volume of information in English about Poland, issued by the 
Ministry of Economic Affairs of the Polish Republic. It is proposed to prepare 
and circulate further information for inclusion at intervals. The volume already 
includes a great deal of statistical and economic information.] 


International. 

Department of Economic Affairs. Post-war Shortages of Food 
and Coal. Lake Success : United Nations, 1948. 9". Pp. 37. 50 

cents. 

[This pamphlet aims to throw light on the food and coal shortages from wliich 
t he world ha© been suffering. The analysis of food shortage is conducted in terms 
of four concepts : the effects of change in the feeding ratio, in the net food- 
consumption ratio, the net import ratio, in homo-produced supplies. Un- 
fortunately the exposition is so very obscure that even a careful reader will be 
left in a state of considerable mystification. This would have been much reduced 
if the basic data had been included in the main text rather than in an appendix. 
The problems of coal are examined by attempting to compare the actual fuel 
supplies with those which would have been necessary on the assumption that the 
actual levels of activity of 1946 and 1947 had been associated with the same 
consumption of coal per unit as in 1937. It is far from clear what the authors 
believe that this ratio shows. Does it really show the inadequacy of fuel supplies 
or the economy which we have learned to make ? The authors appear to recognise 
that it is in any case misleading because it takes no account of the extent to which 
industrial production was kept down tlirough shortage of coal supplies.] 

International Bank for Reconstruction and Development. Third 
Annual Report, 1947-1948. Washington : International Bank, 1948. 
11". Pp. 48. 

[To be reviewed.] 

International Labour Office. Housing and Employment. 
Geneva and London : International Labour Office, 1948. 9|". Pp. 
147, &r. 9 d. 

[This is a curious document. It gives the impression of having been written 
by someone immured since 1938 in an ivory tower, remote from all the affairs of 
the world. We are back in a world in which house-building is a means of pre- 
venting unemployment, nations are irrationally unw-illing to spend enough on 
housing, taxation ought to be rigged to stimulate investment and exports are to 
be enoouraged by nations maintaining a higher level of internal activity. Perhaps 
the author is living five years aheaa of time instead of fifteen years behind it. 
Perhaps he is too much influenced by United States conditions and prospects. 
But as a contribution to the acute housing problems of the moment in Europe this 
report will not he of great value.] 
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International Labour Office. Labour Management Co-opera- 
tion in United States War Production. Montreal and London: 
International Labour Office, 1948. 9". Pp. vi + 402. Bound 16a. 
Paper 11a. 3d. 

[A very full account of the United States handling of the problems of labour- 
inanagement co-operation during the war. It is designed to fonn a companion 
volume to the study entitled British Joint Production Machinery ^ published by 
the I.L.O. in 1944. English readers may well find the chapter which makes 
comparison of United States and British methods the most interesting part of the 
volume.] 

International Labour Office. Second Session of the Permanent 
Migration Committee. Geneva and London : International Labour 
Office, 1948. 9£". Pp. 172. 5s. 

[The chief questions under consideration were the revision of the Migration 
for Employment Convention of 1939, the drafting of a novel migration agreement, 
the technical selection and training of migrants, the co-ordination of international 
responsibilities.] 

International Monetary Fund. Financial Statement for the 
Period June 1 to July 31, 1948. Washington D.C. : International 
Monetary Fund, 1948. 9". Pp. 4. 

[A statement of the assets and liabilities of the I.M.F. which includes a full 
record of the holdings of all the various currencies at July 31, 1948.J 

International Monetary Fund. Schedule of Par Values. 
Sixth issue. Washington D.C. : International Monetary Fund, 1948. 
9". Pp.7. 

[This convenient schedule gives the par values of all currencies, both of 
metropolitan areas and of the dependent non-metropolitan areas.] 

What the United Nations is doing for Better World Trade. Lake 
Success : United Nations, 1948. 7|". Pp. 17. 15 cents. 

[A brief account of the Havana Charter and of the working of I.T.O.] 

What the United Nations is doing for the Status of Women. Lake 
Success : United Nations, 1948. 8". Pp. 14. 15 cents. 

[The Charter of the United Nations affirmed tlio equal rights of men and 
women. This pamphlet gives a brief account of what has since been done, 
mainly through the Economic and Social Council, the Commission on Human 
Rights and a subsequently established Commission on the status of women, to 
give effect to the charter.] 
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THE BRITISH COMMONWEALTH AND EUROPEAN 
ECONOMIC CO-OPERATION 1 

The primary impetus to closer co-operation in Europe may be 
political, but for the present discussion I want to focus attention 
on the economic issues, particularly, of course, the baJance-of- 
payments problem. Apart from certain immediate objectives, 
such as the extension of transferability of European currencies, it 
is clear from the nature of the further methods of closer co- 
operation currently canvassed that they are meant to serve 
longer-term objectives. It is right that they should. But before 
these methods can be appraised it is necessary to ask precisely 
what problems they are intended to solve and in what kind of 
world-trading system they may be expected to operate. The 
present paper therefore falls into four parts : (i) the nature of 
Europe’s economic problems; (ii) an examination of various 
arguments which point either to the inevitability or to the desir- 
ability in the longer-run of the use of discriminatory devices to 
cope with balance-of-payments problems ; (iii) an appraisal of the 
proposals for a European Customs Union, both from the point of 
view of what this would be likely to imply and from the point of 
view of the United Kingdom’s ties with the countries of the 
Commonwealth ; (iv) some suggestions of measures of co-operation 
which seem to avoid the pitfalls encountered by the Customs 
Union proposal and which would, it is felt, more fully than a 
Customs ’Union serve the longer-term objectives. 

(i) The Nature of Europe's Economic Problems 

The basio cause of Europe’s economic problems is the structural 
change brought about by the War. It is excellently described in 
the General Report of the Committee of European Economic Co- 
operation in this way : — 

“ The normal pattern of trade between the participating 
countries and Germany and the American continent was a 

1 A slightly shorter version of this paper was read at the Conference of Univer- 
sity Teachers of Economies at Bristol on January 9, 1949. A few revisions have 
bean mad e in the light of the discussion at the Conference. 
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substantial deficit against the former on trading aooount; 
this deficit was $1,450 millions in 1938. This adverse trade 
balance was offset by the participating countries’ earnings on 
invisible account, by the sale of colonial produce to the 
United States, and by earnings of dollars from sales to the 
rest of the world. This was the customary process of 
multilateral trade. 

All these factors have been distorted by the war. The 
foreign investment income is gone ; there is a big dollar bill 
for shipping services ; tourist income has not yet recovered. 
At the same time, the loss of other sources of supply has 
forced Europe to turn to the American continent for essential 
supplies on a much greater scale than before, and prices have 
increased heavily ; the dislocation of industry by the war has 
tended to damage particularly industries and agriculture 
which contributed most to Europe’s dollar inoome. The 
destruction in the Japanese war has turned the net income of 
sales of rubber, tin and other dollar-eaming colonial products 
into a net expenditure. Finally, the shortage of dollars 
generally has made it hardly possible for Europe to earn 
dollars by sales to the rest of the world. The size of the 
deficit results from the cumulative effect of all these forces.” 
(p. 29.) 

Until 1947 explanations of Europe’s problems ran in these 
terms, that is in terms of tho real consequences, in part short-run 
and in part more enduring, of the War. Some could be righted 
during the period of Marshall Aid, but others could not. These 
latter constitute the hard core of the adjustment problem. One 
important item is the loss of investment income, which for Europe 
as a whole was some $1 billion less in 1947 than in 1938. The 
uneven incidence of this latter alone would require changes in the 
structure of European balances of payments if a new equilibrium 
is to be struck. The heaviest losses were those of the United 
Kingdom. Therefore a new equilibrium will require a change in 
the United Kingdom’s balance of payments with other European 
countries. The pre-war pattern of trade and payments involved 
on the one side import surpluses by the United Kingdom with all 
but two (Greece and Turkey) European countries which were in 
part offset by invisible receipts, while on the other side Germany 
had export surpluses to most European countries which they 
were able to offset against their sterling earnings. Any realistic 
pioture of a new equilibrium of European payments must allow 
for the reduced import surpluses with European countries that 
the United Kingdom can sustain while her export balances else- 
where are at a lower level than pre-war. It is a condition, there- 
fore, for any scheme of closer co-operation that increased imports 
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by the United Kingdom from Europe must be matched by corres- 
ponding exports to Europe either by an increase in European 
imports or by a diversion of purchases from elsewhere, or both. 

In 1947 the economic and financial situation of Europe suffered 
a serious setback. This may in part be accounted for by the 
weather, which adversely affected both industrial and agricultural 
production. But in greater degree it was associated with the 
monetary difficulties which came to a head in that year. In so far 
as the monetary difficulties were due to methods of deficit financing 
it is fortunate that the connection between them and the external 
imbalance has become more widely appreciated. With open 
inflation the rise in domestic prices increased the incentive to 
import, while exchange rates were stable, and reduced the ability to 
export. With suppressed inflation, factors of production were 
drawn away from the export sector by the clamant domestic 
demand, and there was every incentive to evade allocations of 
products to export in favour of the more lucrative home market. 

There are two further aspects which should be given 
their due weight. In the first place, the removal, by budget 
surpluses or otherwise, of the inflationary pressure is only a first 
step in the process of adjustment. Its removal will free resources 
which can then be used in the export sector or at home to close 
the gap between imports and exports. Unless this diversion is 
effective, the structural disequilibrium will remain. In the 
second place, while the readjustment problem is in great measure 
eased by the receipt of external aid it is also in the short-run to 
some extent complicated. When aid is received in the form of 
foodstuffs and tobacco it exerts a disinflationary effect which 
owing to the yield of tax revenue on its sale may be considerable. 1 
At the same time, however, the receipt of raw materials and pro- 
ducers’ goods generally is likely to exert in the short-run a net 
inflationary stimulus. This will be so where they are comple- 
mentary to internal resources. Their receipt will then tend 
to stoke up the inflationary pressure by increasing the range of 
competing demands for co-operant factors. The more external 
assistance takes the form of eliminating “ bottlenecks ” on pro- 
duction and increasing the availability of complements the more 
difficult it becomes to cope with these effects. A disinflationary 
policy based on a curtailment of capital formation will not, of 
course, come up against this complication; neither will it con- 
tribute towards structural readjustment. If there are to be 

* See Sir Hubert Henderson, “ Cheap Money and the Budget,” Economic 
Journal, Vol. LVH, No. 227, September 1M7, pp. 270-1. 
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producers’ goods in the external aid, the disinflationary policy 
should free the right kinds of resources so that the absorption of 
producers’ goods does not exert an added pressure on wages and 
other factor prices. 

The test of internal policy is, therefore, not whether it grapples 
successfully with monetary pressure with the assistance of relief 
deliveries from abroad, but rather whether it copes with the 
problem of changing the productive structure of the eoonomy with 
the help of reconstruction imports. Time is short and the external 
gap considerable. According to the Survey of the Economic Situa- 
tion and Prospects of Europe “ to restore equilibrium in Europe’s 
balance of payments with overseas will require a large expansion 
of exports or a large contraction of imports or some combination 
of both methods. In relation to the 1 938 volume of oversea trade, 
the gap to be filled is in the order of $2,000 million and would 
require a 50 per cent increase in Europe’s exports or a 36 per cent 
contraction in its imports. In relation to the 1947 levels of trade 
(expressed in 1938 prices) the gap is about $3,300 million and 
would involve a 114 per cent increase in exports or a 53 per cent 
contraction in imports.” 1 Given this position what methods of 
closer co-operation should European countries consider ? 


(ii) The Nature of the Longer-run Trade Setting 
This depends in great measure on the nature of the trading 
system working in the longer-run when the European problem of 
producing exportable goods and services has become one of selling 
the goods and services they are capable of producing. Several 
arguments have been adduced to show that this latter problem is 
not finally soluble, that, in other words, there is an intractable 
dollar shortage. Neither the theoretical arguments nor the 
empirical evidence of those who have made this thesis have much 
in common. For the present purpose it will suffice to examine 
four such views. 2 In the first place, it appears that we should 
confine within narrow limits the contention that “ classical doo- 
trine that no country can undersell the rest all round is not fully 
applicable to the real world.” 3 May I quote the argument : — 

“ Starting from a position of balanoed trade, suppose that 
one country, Alpha, improves in efficiency in producing 

1 Research and Planning Division, Economic Commission for Europe, G enev a, 
April 1948, p. 88. 


* We may ignore the theoretically conceivable but highly unlikely possibility 
that there might be such low elasticities of demand of each country for imports that 
no equilibrium could be found. (See Marshall, Money, Credit and Commerce, p. 884.) 

» Mrs. J . Robinson, “ The Pure Theory of International Trade." The Soviets of 
Economic Studies, Vol. XIV (2), p, 104. 
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tradable goods. She now develops a surplus of exports. If 
there were already nearly full employment in Alpha at the 
beginning of the story, money-wage rates would start to rise, 
and the surplus would be wiped out. But if there was suffi- 
cient unemployment (in open or disguised form) to permit the 
increase in output to take place (along with any further con- 
sequential increase due to increased home investment) and 
still leave a reserve of labour, there is no reason why money 
wages should rise. Alpha is now a country of cheap labour, in 
the sense that herproductivity, relatively totherestofthe world, 
exceeds her wage level relatively to the rest of the world, and 
she is underselling the rest of the world all round, in the sense 
that she is a low-cost producer over a wider range of tradable 
output than that over which she is a high-cost producer. 
Her terms of trade are less favourable than they would be if 
wages rose to the equilibrium level, and the rest of the world 
benefits to the extent that her goods are sold so much the 
cheaper. But the rest of the world experiences the dis- 
advantage of having lost markets to Alpha and is conse- 
quently suffering from unemployment, or from greater 
difficulty in maintaining employment. It also experiences 
monetary difficulties owing to the drain of gold to Alpha.” 

The argument is summed up thus : — 

“ Whether the standard of life is high or low, a surplus 
tends to develop wherever productivity increases faster, 
relatively to money -wage rates, than in the rest of the world. 
Since technical progress and capital accumulation proceed 
very unevenly over the world, while the response of wage 
rates to increased employment is very sluggish, the tendency 
to establish the equilibrium wage rates never works fast 
enough to catch up with changing circumstances.” 

It is concluded therefore that “ the classical model shows us 
that in reality disequilibrium is the normal rule.” But the argu- 
ment as stated does not support such a general conclusion. It 
assumes that either unemployment or a marked lag in the adjust- 
ment of money-wage rates maintains the initial advantage of 
Alpha. If the improvement in efficiency and the deterioration 
in the terms of trade of Alpha continued, this would not continue 
to hold. The deflationary pressure on the outside world is 
apparently invoked to ensure that the process does not continue 
long enough in Alpha for money-wage rates to rise. The de- 
flationary movement in the rest of the world cuts short any 
equilibrating tendency . 1 It may also be that the two-country 

1 A similar deflationary process is invoked by Dr. T. Balogh in his critique 
of Mr. G. D. A. MacDougall’s dem o nstration of the general effectiveness of de- 
valuation. (Economic Joubnaj* Vol. LVIII, No. 229, p. 83.) 
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and few-commodity case has led to an exaggeration of the reper- 
cussions of the lag in the operation of the wage adjustment in 
Alpha, just as similar examples exaggerate the degree to whioh a 
country can turn the terms of trade in its own favour by the 
imposition of a tariff not exceeding a certain optimal level. 

The other arguments to be examined are more specifically 
related to the existing maladjustment between the productive 
resources of the United States and elsewhere. Among the first 
of these was the thesis advanced by Dr. C. P. Kindleberger. 1 

“ At basis,” he says, “ the explanation for the chronic 
world shortage of dollars is to be found in the technical superi- 
ority of the United States in tlie production of many goods 
necessary to a high modern standard of living and to the 
natural desire in other countries to raise real incomes faster 
than the basic conditions of their economic productivity 
justify. The United States has large and fairly balanced 
natural resources, relatively modem and efficient capital 
equipment, but a large domestic market for the output of its 
own mass-production industries. The United States can pro- 
duce a variety of producers’ and consumers’ goods with a 
price and quality advantage so great as to be almost absolute. 
The advantages of other countries over the Unites States in 
the production of other industrial goods are relatively 
narrow. Under these conditions the law of comparative 
advantage can establish equilibrium in international trade 
only with great difficulty, especially since technological 
advance is being made in the United States and abroad at a 
rapid pace.” (pp. 379-80.) 

The detailed argument appears to use the terms “ income 
elasticity of demand ” and “ marginal propensity to import ” as 
synonyms. The intention appears to be to assume that the 
United States has a comparatively low income elasticity of 
demand for imports and a low ratio of exports to national income, 
while the rest of the world has a high income elasticity of demand 
for imports and a high ratio of exports to national income. Start- 
ing from an equilibrium position, an increase in income in the 
United States and in the rest of the world would raise the demand 
for American goods more than it would raise American demand for 
imports: a dollar shortage would result. But this would, in 
fact, be chronic only if the process stopped there. It would in 
practice lead to consequential movements of income in the U.S. 
and elsewhere. The American export surplus would raise in- 
comes further, while the import surplus elsewhere would depress 

1 “ International Monetary Stabilization ” (in Postwar Economic Problem*, 
edited by S. E. Harris, New York, 1043). 
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incomes. The multiplier effeot would bring about balance of 
payments equilibrium if it were permitted to operate fully in both 
the U.S. and the rest of the world. 

It is odd that Dr. Kindleberger found empirical support for his 
thesis not by measuring the relevant elasticities nor by showing the 
realisation, during periods of rising incomes, of severe pressures on 
the foreign-exchange market but instead by appeal to the balance 
of U.S. merchandise trade. “ That a shortage exists,” he claims, 
“ is supported by the fact that the merchandise trade balance of 
the U.S. has been favourable each year since the large-scale 
capital imports of the 1870’s.” But is evidence of such an active 
balance really proof of such a dollar shortage ? Does it not, in 
fact, suggest that interest-rate differentials have induced foreign 
lending by Americans ? No useful purpose is served by treating 
capital outflow, both long- and short-term, as synonymous with 
deep-seated difficulties in realising equilibrium in the foreign 
exchanges. 

While Dr. Kindleberger appeals to experience during periods of 
American prosperity to verify his thesis, Professor S. E. Harris 
appeals to experience during a period of American depression. By 
“ dollar scarcity ” he chooses to mean “ an excess of dollars used 
over dollars supplied, the difference being made up by the borrow- 
ing on short-term account from the United States and shipping 
gold to the United States.” 1 This definition may be useful for 
some purposes, but in the context it is hardly adequate without 
further elaboration, for it includes within the total all capital 
flights from Europe and elsewhere to the United States and the 
withdrawal of capital from Europe and elsewhere. A sudden 
cessation of international lending — as a priori reasoning would 
lead one to expect and as experience time and again has shown — 
or a movement of funds not induced by interest-rate differentials 
will have seriously disturbing effects. But these movements 
should be separated from any which are due to operative disequili- 
brium tendencies or to failure in the equilibrating processes. 

Finally, let us turn to the argument found from time to time 
in the pages of The Economist. The argument seems to be based 
on the assumption of an asymmetry between the United States 
and Europe : while the one is relatively self-contained the other 
has a highly inelastic demand for American goods. In other 
words, exchange movements cannot be relied on to close the gap 
owing to the width of the movements required which would 
seriously affect the terms of trade of European countries. 

1 Economic Jousnai, Vol. LVII, No. 226, p. 166. 
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“ Within the range that Governments will allow,” it is 
argued, “it is very difficult . . . to see how the United States Is 
going to purchase so much from the rest of the world as to 
create the supply of dollars that the rest of the world would 
need to pay for what it would buy from the United States if it 
were free to buy as muoh as it would like to.” 1 

This is, of course, a rigorous condition to satisfy ; it is doubtful 
whether in the past countries have been in a position to import 
all the goods and services that would have brought positive satis- 
faction. The opportunity is missed of suggesting that some very 
real assistance to European countries would be provided by a 
lowering of American tariffs, which are still on some items highly 
protective of American production. Instead the argument is 
alleged to show the need for discrimination against dollar pur- 
chases. 2 To this I return later. 

Failure to secure balance-of-payments equilibrium has been 
attributed in the views discussed to one of the following assump- 
tions : (i) an increase in productivity under either depressed 
conditions or with a serious lag in money-wage movements which 
induces a deflationary movement elsewhere; (ii) perverse elasti- 
cities of demand for imports with respect to income ; (iii) perverse 
price elasticities of demand for imports. On both of the latter 
two calculations are liable to a wide margin of error. For what 
it is worth it may be noted that for (ii) during the 1930s the United 
Kingdom’s elasticity was less than that of the United States, 
being 0*83 and 0-96 respectively. 3 But whatever these magnitudes 
may be, they do not determine the measure of reliance that may 
be put on exchange-rate changes for dealing with balance-of-pay- 
ments deficits. The magnitude of the price elasticity of demand 
for imports is crucial in this respect. It is fashionable to quote 
relatively low values for this elasticity. 4 This is not the occasion 
to examine the statistical methods hitherto employed in these 
calculations, but it should be borne in mind that for the recent 
periods normally taken one would expect to find price changes in 
some cases relatively ineffective in determining the volume and 
direction of trade. And this for the simple reason that when trade 

* Vol. CLV, No. 6471, p. 6. 

* On its attitude to the American tariff see the issue of December 4, IMS, 
pp. 760-1. 

* See Review of Economic Statistics, Vol. XXVII, pp. 166-70 and Vol. XXXV , 
pp. 416-30. 

4 See Review of Economic Statistics, Vol. XXVTI, p. 4, where the United 
States elasticity of demand for imports is put at -0-6 and Economic Joubmax., 
Vol. LVI, No. 222, p. 107, where the United Kingdom elasticity of fat 

imports is calculated to be — 0-59. 
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is subject to important quantitative and exchange controls the 
extent to which country A’s exports may be substituted for those 
of country B is necessarily circumscribed. 1 In a world largely 
cleansed of these limitations their effectiveness would necessarily 
be greater. It may be asked also whether those who deny the 
efficacy of depreciation would not support appreciation. Would 
the United Kingdom’s external balance have been worsened after 
1925 if a lower sterling-dollar rate had been fixed ? 2 It might, of 
course, be urged — as indeed Dr. J. J. Polak has 8 — that while 
depreciation will generally correct a price disequilibrium it will 
only correct a “ structural disequilibrium,” due, for example, to 
a shift of demand, by passing on the disequilibrium to other 
countries, which they, in turn, have to cope with. It is true that 
the initial use of exchange depreciation might involve secondary 
exchange movements elsewhere. But there is no inevitability 
about the conclusions that Dr. Polak comes to, namely, that for 
structural disorders exchange depreciation is to be avoided. In 
the first place, it is difficult to agree with the sharpness of the 
distinction between price and structural maladjustment ; a 
changed price relationship would contribute to the movement of 
resources necessary to regain structural equilibrium. In the 
second place, even if the shortcomings of exchange movements 
were accepted it would not inevitably follow that alternative 
methods were preferable without examining the full implications 
of these alternatives. It is not clear how these secondary reper- 
cussions of exchange-rate changes, which Dr. Polak perhaps 
exaggerates, are really avoided by direct import restrictions. In 
fact, if the import cuts are concentrated on a few items the 
secondary repercussion on particular countries may well be much 
more severe than if the reduction were spread among imports for 
which demand is elastic through an exchange movement. 

This leads to the question of discrimination. Its examination 
is germane to our subject. Sir Hubert Henderson declared in the 
course of a brilliant survey of the background and implications of 
the Report of the Committee of European Economic Co-operation 4 

* Furthermore, it may be expected that the full effect of a price change will 
not be immediately apparent. It will take time for it to have its full effect. 
Allowance for such a lag has not been made in all calculations ; the relatively 
small effect of the relative price change is therefore not surprising. 

* No evidence has yet been produced to suggest that the U.K. was confronted 
with a kinked demand curve for her exports. This appears to be the only way 
of supporting neither depreciation nor appreciation. 

* Exchange Depreciation and International Monetary Stability,” Review of 

Economic Statietioe, Vol. XXIX, No. S. „ _ , 

* “ The European Economio Report,” International Affaire, Vol. XXIV, No. 1. 
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that “ So long as there is this lack of balance between America and 
Europe, the principle of non-discrimination on which American 
policy seeks to base the code of rules which is to govern future 
commercial policy is obviously quite inappropriate ” (p. 26). 
This thesis is fast becoming part of current orthodoxy and has led 
to the inclusion of the scarce-currency clause in the Bretton 
Woods Agreement and to Article 23 in the Charter of the proposed 
International Trade Organisation. 1 

The arguments have the merits of sounding like good common 
sense. They are put in either of two forms. Discrimination is 
alleged to permit the wisest use of dollars because it permits 
countries to concentrate their use on goods which the dollar area 
can alone supply and enables purchases of goods which other areas 
can supply, perhaps at a somewhat higher price, to be bought 
elsewhere. 2 It is also argued that it would be foolish to cut out all 
imports of, say, tobacco because dollars were not available to 
purchase American tobacco. Strict adherence to non-discrimina- 
tion would, it is urged, merely generalise the difficulties of trade 
with dollar countries to non-dollar countries without any com- 
pensatory advantage being gained. But it is to be doubted 
whether the superficial attractiveness of this argument is not a 
snare and a delusion. 

Suppose we find ourselves importing more from America than 
current earnings of dollars can cover. Import restrictions are 
applied to reduce the volume of imports to what can be covered 
out of current dollar receipts. Purchases are switched elsewhere, 
and the countries enjoying the increased trade have an export 
surplus with England. The surplus is not convertible into dollars, 
and these countries are unlikely to wish to accumulate sterling 
balances for long. If they are prepared to take in exchange the 
goods available in England, the increased purchases can continue 
without any change in the use of productive resources in England. 
If they wish to use the extra sterling earnings on goods not 
currently available in England, either the switch of purchase will 
prove abortive or else the appropriate changes must be brought 
about in England’s export trades. It may reasonably be nlaimari 
that if the diversion of purchases is at all considerable some 
changes in the character of English exports will be required. It is 
clear therefore that temporary and short-term expedients would 
not necessarily avoid changes in the character of export production. 
Yet even if this is not necessary it should be noted that nothing 

1 Exceptions to the rule of non-discrimination in the transitional p — M 

1 Sir Hubert Henderson, loo, oit., p. 25. 
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happens to improve England’s long-term dollar position; on the 
contrary the diversion avoids the issue entirely. In either event, 
whether they avoid this movement or not, they would do nothing 
to remove the cause of the initial dollar deficit. The discrimina- 
tion would persist. Suppose that discriminatory import restric- 
tions are not resorted to. The initial dollar deficit leads to a cut 
in imports from all sources. There is a bigger fall in the volume 
of trade than takes place under the discriminatory policy. Again, 
however, the test of such a policy is not wholly the immediate 
but, in part, the longer-run consequences. If the resources freed 
can be used to provide either exports to the dollar area or sub- 
stitutes for imports from the dollar area then the dollar deficit is 
improved. Only in those cases, probably few in number, where 
the resources that would be freed by non-discriminatory import 
restrictions could find no uses that would contribute directly or 
indirectly to the reduction of the dollar deficit is there a case for 
discriminatory import restrictions. 

It is undeniable that by discriminatory devices the restriction 
or world trade is minimised, although even here some adherents of 
the new idea appear to go over far. Thus Professor Frisch’s 
subtle schemes 1 for bringing about equilibrium in every country’s 
balance of payments with the minimum reduction in the overall 
volume of trade might if strictly applied require some countries to 
forgo highly desirable imports obtained from one source rather 
than less essential imports obtained from elsewhere. Further- 
more, nothing whatsoever, it seems, is to be done to remedy the 
underlying cause of the initial imbalance. This appears to be 
accepted, and the use of matrices keeps the damage to a minimum. 
So that if a start were made to direct trade on these principles the 
initial unbalance is accepted and adjustments in trade balances 
made on that basis. 

If the policy was rather to accept the need for discrimination 
only in cases either where there was no alternative dollar or 
dollar-saving use for the resources or where particular hardship 
would be caused, then there would be a real possibility that the 
structural changes necessary to repair the external imbalance 
would be put in hand. In the absence of this adjustment, which no 
doubt, like most adjustments, would be somewhat painful, the 
need is postponed and increasingly focused on the direct-trading 

1 See his artioles “ On the Need for Forecasting a Multilateral Balance of 
Payments ” (American Economic Review, Vol. XXXVII, No. 4) and “ The Problem 
of Multi -compensatory Trade ” (The Review of Economic* and Statistics, Vol. 
XXX, No. 4). 
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relationships of the countries concerned and the surplus countries, 
i.e., of Europe with America. Trade between Europe and other 
continents might increase, and the problem of paying for goods 
European countries would like to buy from America would 
remain as intractable as ever. The dollar shortage might, indeed, 
become chronic because the structural changes neoessary for a 
movement towards external balance have been impeded by policies 
aimed at maintaining the volume of trade in the immediate period. 
Unfortunately the price of the latter appears to be the acceptance 
of the initial cause of imbalance. 

(iii) A European Customs Union 

The purposes of closer European co-operation should be to 
facilitate this change in trading relationships and to do so within 
the framework of Bretton Woods and the proposed International 
Trade Organisation. It has been suggested that the arrange- 
ments for European co-operation might take one of several forms 
— federation, customs union, bilateral agreements. I do not wish 
to examine the federal form at this place. Apart from doubts 
about its political feasibility at the present time, I feel that it is 
not required as a framework within which to solve the economic 
purposes mentioned. It may be noted that those economists who, 
in the past, have been among its strongest champions have not 
been primarily concerned with its economic merits. “ It would 
be wrong to say,” Professor Bobbins has told us, 1 “ that economic 
advantage was the raison d’etre of federation ; the raison d’itre of 
federation is the preservation of justice and civilization; and 
justice and civilization involve much more than economic advant- 
age.” And it is pertinent to note also that the freer trade within 
the American federal system has been brought about with enorm- 
ous cost in terms of the restraint of external trade. 

Nor am I convinced that the widespread belief in a customs 
union is well founded. By a customs union is to be understood 
an arrangement whereby trade barriers are eliminated between 
members and a uniform system of trade barriers applied to trade 
with non-members. Doubts concerning this form of co-operation 
come from three directions. The first concerns the level of tariffs 
in the new customs union. According to Article 44 of the charter 
of the proposed International Trade Organisation, the duties and 
other regulations of trade imposed by the customs union “ shall 
not on the whole be higher or more restrictive than the general 

> “ Economic Aspects of Federation," in Federal Union, edited by M. Chaning- 
Pearce (Cape, 1940, p. 107). 
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incidenoe of the duties and regulations applicable prior to the 
formation of such union.” Even if this were strictly followed it 
does not imply that in all cases trade would flow more in accord- 
ance with comparative advantage than it did under the former 
regime of uniform protective tariffs. This is so because imports 
which surmount a uniform tariff barrier have, in the absence of 
subsidisation or dumping, been produced in the country outside 
the protected area where conditions are economically most 
advantageous. If the tariff is not uniform, the production of 
these goods may for this reason be diverted to countries within the 
new group where conditions are less suitable. Far from correct- 
ing a maldistribution of resources the customs union might in this 
way add to the maldistribution. 1 This would hold a fortiori if 
the formation of the customs union involved an increase in the 
general level of trade barriers with non-member countries. Quite 
apart from any tendency on the part of the new group to raise 
tariffs in order to gain a terms-of-trade advantage at the expense 
of the rest of the world, the level of obstructions might be raised 
in the case where the members of the group have initially markedly 
different tariff levels. In such a case the I.T.O. rule would put on 
the high-tariff countries a burden of readjustment which they 
would be likely to accept, if at all, only on the assurance of large 
compensating advantages and the assumption that later accessions 
to the group would not involve further maj or changes. In Western 
Europe this position presents itself. France is highly protectionist, 
particularly in agriculture. It would require a sizable diversion 
of resources in France from their existing uses if she joined a 
customs union whose general level of tariffs approached that of the 
average level for the whole of Western Europe. 2 

In the second place, the formation of a customs union would 
involve agreement not only on tariffs but also on the use of 
quantitative controls, otherwise any prospect of an increase of 
trade resulting from the lowered tariffs might well fail to be realised. 
The possibility that trade between members might at any time 
be restricted by quantitative trade controls would in any case 
deter investment in projects which would require a large free- 
market area for their economic working. It is not useful to 
suggest that the use of these methods be forbidden after their 
acceptance under Article 23 of the charter of I.T.O. Nor is it 

1 Of. Jacob Vmer, “ The Most-Favoured -Nation Clause in American Commer- 
cial Treaties/* Journal of Political Economy t Vol. XXXII, No. 1, pp. 107-8. 

* Cf. Charles Bettelheim, Bilan de V Economic fran^aiae 1929-1946 (Presses 
Universitaires de France, 1947, especially pp. 170-7). 
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simple to transfer the power to apply them to the central customs- 
union authority. On the one hand, it is not clear that under the 
present agreements quantitative controls might be applied on 
balanoe-of-payments grounds outside areas having a common 
quota in the International Monetary Fund; presumably the 
customs-union group would not be merged to this extent at least at 
inception. Quotas might be imposed therefore only on the trade 
of those countries in the group in balance-of-payments difficulties. 
On the other hand, if the central authority had the right to veto 
the imposition of quotas by one member country on the trade of 
another member country it would require to have at its disposal 
alternative means of coping with the imbalance in trade. In the 
short run this might involve the use of gold and other exchangeable 
reserves ; in the longer run it might require the adoption of new 
exchange rates. In order therefore to remove the threat of 
quantitative restrictions on the trade of member countries the 
central authority in the customs-union group would require not 
merely the right to forbid the use of such restrictions within the 
group but also the power to induce the necessary changes in 
exchange policy to terminate the cause of the exchange pressures 
within the group. If this be so, it is clear that under modem 
conditions the text-book examples of past customs unions are out 
of date. If this method is to be applied at all it must be on an 
entirely new basis. A customs union would require apart from 
agreement on tariffs the means to maintain equilibrium in the 
balance of payments within the group without the use of quantita- 
tive measures. This would imply the possession of liquid reserves 
by the central authority and the willingness to use them con- 
ditionally — on condition that a suitable exchange-rate policy were 
adopted. These implications may not be acceptable to all 
prospective member countries. If they are accepted it involves 
a willingness to accept decisions on trade policy taken by a regional 
group on which each country is necessarily in a minority position. 

In the third place, the commercial and other ties between the 
United Kingdom and other Commonwealth countries presents a 
further obstacle. Unless there was a major change in their 
policies of industrial development Commonwealth countries would 
not be likely to join the group under discussion, because the main 
competitors with many of their secondary industries are to be 
found among the countries of Western Europe. Furthermore, 
some Commonwealth countries would not share the wish of 
European countries to reduce dependence on the United States. 
The obvious cases are Canada and, owing to gold, South Africa, 
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although Australia might also perhaps be found in this group. 
The question arises, therefore, whether the United Kingdom could 
be a member of both the Western European group and of the 
Commonwealth group at the same time. The elimination of 
barriers to the movement of goods between members of the 
Western European group would put Commonwealth suppliers at 
a disadvantage in the United Kingdom market. Even if the 
United Kingdom unilaterally granted free entry to Common- 
wealth goods in the United Kingdom it would involve the elimina- 
tion of the preference on Commonwealth foodstuffs compared with 
Dutch and Danish supplies, and it is not to be expected that other 
European countries would feel called upon to make a similar one- 
sided concession . 1 And if the United Kingdom felt called upon to 
bring tariffs on Commonwealth goods into line with those of 
member countries of the customs union she would further be 
required to reduce duties on United States goods so that the margin 
of preference would not be raised as between Commonwealth and 
American imports. Existing United Kingdom undertakings 
respecting the margin of preference would therefore appear to 
make the problem of her membership of both a European group and 
a Commonwealth group virtually insoluble. The general problem 
would persist even if the present tariff-reducing powers of the 
United States were fully used to eliminate preferences, for these 
powers are certainly not adequate to bring about the complete 
dismantling of the whole system. 

It has been suggested 2 that the position might be covered by 

1 As the preference was negotiated on a reciprocal basis, the Dominions would 
legitimately reduce preferences on United Kingdom goods if European supplies 
were granted equal treatment. 

2 By R. F. Harrod, Lloyds Bank Review, July 1948. It may be noted that 
on occasion in the past customs-union arrangements have permitted individual 
members to adhere to separate commercial arrangements with non-members. 
Thus the South African Customs Union Convention of 1903 permitted Southern 
Rhodesia to grant rebates on goods imported from any British territory. There 
have also been a few cases of partial customs unions under which members have 
retained their tariff autonomy. According to the United Nations report. Customs 
Unions (pp. 60-1), “ Of these that between Norway and Sweden in the nine- 
teenth century had the longest life. Tariff autonomy was rendered possible by the 
fact that the exemption from duty only applied to indigenous goods ; imported 
goods were liable to duty, though at one stage in the arrangement between Nor- 
way and Sweden foreign goods entering into one of these countries from the other, 
if they had paid the standard rates in the country which they entered first, paid 
only half the rate of duty in the second. The provision was not one which was 
likely in many cases to render indirect import advantageous. But difficulties 
did arise about determining whether goods were or were' not indigenous products. 
The partial union permitting customs autonomy was facilitated by the facts, 
that, first, for a time all frontier trade in foreign goods was prohibited, and 
secondly, even when this prohibition was abrogated, communications by land 
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an arrangement which involved on the one hand the elimination of 
duties as between members and on the other hand freedom of 
applying any level of tariffs on goods coming from outside. The 
United Kingdom could therefore charge what duties she pleased 
on Commonwealth goods subject to her undertakings to the 
United States respecting the margin of preference. This is a 
possible solution. Provision would have to be made for the 
separation of United Kingdom goods imported into Europe from 
the re-export of Commonwealth goods to Europe. On the one 
group no duties would be levied, whilst on the other European 
countries would levy duties as if the goods were directly imported 
from the Commonwealth countries concerned. To be oomplete it 
would also be necessary to permit European countries to levy duties 
on United Kingdom exports which have been made possible by 
the import of Commonwealth goods. Thus it would not be -suffi- 
cient to separate for tariff purposes United Kingdom machinery 
and Canadian wheat exported from the United Kingdom. It 
would also be neoessary to separate from the free-entry goods 
English wheat whose export to Europe had been made possible by 
substitution in England of Canadian wheat. For some items of 
export the extent of substitutability of the English product for the 
free-list Commonwealth product might be significant. A schedule 
comprising such items would have to be agreed. 

(iv) Methods of Economic Co-operation in Western Europe 

Quite apart from these problems, under exiting conditions the 
attempt to negotiate a customs union is fraught with difficulty at 
every point. No one who has watched the negotiations between 
the Belgo-Luxemburg Union and the Netherlands will either 
underestimate the difficulties or exaggerate the benefits over the 
next few years. Apart from difficulties due to disparities in 
price levels and structures, excise duties and the like, agreement 
has been necessary on the extent of State control in economic 
affairs. The Dutch have undertaken gradually to abandoiwnuch 
of their policy of control in favour of freer market conditions . 1 A 
Western European Union would be vastly more complicated. 
But other methods promise quicker and fuller benefits; tariffs 

remained very defective. When the railway between Stockholm and Oslo was 
opened the administration of the whole system was rendered much more difficult, 
and the partial union came to an end in 1897.” 

1 Details may be found in the report of the Sub-committee on France and the 
Low Countries of the U.S. House of Representatives Select Committee on Foreign 
Aid, The Belgnmir-lAtxemburg-NetherUmfo Customs and Economic Union {Govern- 
ment Printing Office, Washington, 1948). 
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are by no means the principal impediments to inter-European 
trade. The methods which would more fully serve the purposes 
of European economic co-operation include the following three. 

Firstly, it is highly desirable that the fullest use is made on 
the basis of co-operative efforts of Europe’s resources which re- 
quire for their economic development initially large capital out- 
lays and which would produce outputs too large for use in the 
country in which they are located. What I have in mind may 
perhaps best be shown by reference to the General Report of the 
C.E.E-C. It was estimated that there was a deficit of electric 
power of some 17%. This deficit would take time to make good, 
and in the meantime other developments would be held back and 
demands on coal increased. To correct the position as swiftly 
and as economically as possible an International Programme was 
drawn up. This envisaged the erection of nine main installations. 
Of these, five would be in Italy (four hydro-electric and one geo- 
thermic), one served by the Rhine oh the Franco-German fron- 
tier, one situated in Austria but served by water from Switzerland 
and Italy and two in Western Germany (brown coal). It was 
declared : “ The installations have by unanimous agreement been 
selected' on a purely economic basis and without regard to national 
frontiers. Thus, some of the stations will supply electricity mainly 
to countries other than those in which they are situated. The 
International Programme, therefore, involves the co-operative 
development of national resources by the participating countries 
and Western Germany ” (p. 50). The pre-requisites for this type 
of development are thus the need to operate on a large scale and 
the willingness of participating countries to become more inter- 
dependent. This latter is an important consideration because 
the developments involve capital industries which may well be 
essential to a country’s war potential. The willingness to locate 
and extend plant, on economic grounds does consequently pre- 
suppose that there is no conflict with military considerations. A 
limiting factor in Western Europe would therefore be the com- 
position of the group, which is prepared to pool and co-ordinate 
defence measures, xlns form of co-operation is particularly 
attractive at a time when'there prevails in all the countries con- 
cerned a severe pressure on resources available for capital projects. 

Secondly, there is every reason that co-operative efforts should 
not be confined to productive processes involving the use of large 
fixed plant. It is desirable that production should be located 
wherever comparative advantage is greatest. There would be 
difficulty in the removal of the protective shelter behind which 
No. 235— VOL. Lix. z 
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some European industries and much of European agriculture has 
grown if it meant that resources, some possibly highly specific, 
were suddenly subjected to fierce competition. But a method 
might be devised to ease the transition. Supposing there had 
been another bout of tariff reductions on a multilateral basis such 
as took place in Geneva in October 1947. Supposing this meant 
that certain United Kingdom protected trades lost an essential 
part of their protective support. If this were combined with 
the offer of financial assistance for those factors that could only in 
time and at some cost transfer elsewhere the changed use of re- 
sources might well come about quickly and without antagonising 
the interest affected. 1 On the one hand there might be a Develop- 
ment Fund subscribed by participating countries and available for 
approved transfers of resources resulting from tariff reductions. On 
the other hand there might as occasion required be the encourage- 
ment of particular developments by the negotiation between two or 
more countries of preferential treatment for the products of the 
industries concerned. This would be compatible with the obliga- 
tions involved in joining the proposed International Trade 
Organisation. Under Article 15 new preferential agreements are 
permitted in the interests of programmes of economic develop- 
ment or reconstruction. Such preferences would be limited to an 
initial ten-year period with the possibility of a maximum extension 
for a further five years. 

Thirdly, it would appear that much valuable though somewhat 
undramatio co-operative effort might be focused on the question 
of improving the speed and eliminating avoidable costs in the 
movement of raw materials and the distribution of goods within 
Europe. There is a compelling case for developing an inter- 
connected network of navigable waterways and roads on an inter- 
national rather than a national basis. 

To what extent efforts such as these 2 will require to be backed 
up at some point with a new structure of exchange rates in Europe 
remains to be seen. This in part depends on the efforts made by 
European countries, but in part also on the way in which the 
United States balance-of-payments position is expected to move. 

1 Cf. G. C. Allen, “ An Aspect of Industrial Reorganisation,” Economic 
Journal, Vol. LV, p. 218-19. 

1 It would appear that no more than this is strictly required under the Econo- 
mic Co-operation Act. “ As a method of legislative interpretation,” according to 
Mr. Finletter, the representative in the United K ingdom of the U.8. Eoonomio 
Co-operation Administration, “ there can be no question that the words ‘ economic 
co-operation ’ mean economic co-operation, and nothing else.” ( International 
Affairs, Vol. XXV, No. 1, p. 6.) 
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It is highly desirable that after considering the proposals made by 
European countries for coping with their balances the United 
States Administration should produce a forecast of their own 
international economic position and its implications. This would 
provide valuable guidance to European countries in their working 
out of ways and means of closer co-operation. 

D. J. Morgan 

London School of Economics. 



CHANGES IN LEVEL AND DIVERSITY OP EMPLOY- 
MENT IN REGIONS OF GREAT BRITAIN, 1939-47 

A comparison between the years 1939 and 1947 immediately 
shows that the concentration of industrial employment in the 
London and South-eastern Region has somewhat diminished, and 
that regions with a smaller industrial potential, like the East, 
South, South-west, North of England, and Wales, have corre- 
spondingly gained. A less obvious feature is the apparent fact 
that the degree of industrial specialisation has diminished in every 
single region. A low degree of specialisation in this context 
means the same as a high degree of diversity. We can therefore 
equally well say that industrial diversity is greater in 1947 than 
in 1939. This conclusion has been based on a measure of special- 
isation in each region, evolved by this writer in a previous study 
entitled “ Industrial Specialisation in Scotland and in regions 
of England and Wales ” 1 and mainly devoted to inter-regional 
comparisons. The present paper is chiefly concerned with the 
changes between 1939 and 1947 in each region, which are analysed 
further. 

As in the previous study, the basic figures used are the numbers 
of persons insured under the general schemes (excluding banking 
and insurance, for which no regional figures are available) by 
industry in each of eleven regions, as given by the Ministry of 
Labour, in the Tables relating to employment and unemployment in 
Great Britain (H.M.S.O., 1947 and 1948). With the exception of 
the first table, figures for employed persons only have been used. 
The industry figures have been combined into twenty-five groups, 
which were chosen as in the previous study; the grouping is 
roughly, though not exactly, the same as that adopted by the 
Ministry of Labour for its broad grouping. The differences are 
that the Ministry of Labour groups “ Non-metalliferous Mining 
Products” and ‘‘Brick, Tile, Pipe, etc.” have been combined; 
so have the Ministry of Labour groups “ Pottery, Earthenware, 
etc.” and “ Glass ” ; whilst “ Miscellaneous Services ” has been 
subdivided, so as to show government service separately. The 
resulting twenty-five groups are listed in Tables IV and XI. 

As a first step to this analysis, figures for the additional year 

1 Of. Yorkshire Bulletin of Economic and Social Research, Vol. 1 , No. 1 , pp. 
19 - 30 . 
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1945 have been introduced ; the figures in each of the three years 
are based on July. Thus, the period 1939-47 is divided into two 
parts, the first being one of war-time changes, and the second one 
of post-war reconversion. July 1947 can be said to mark, 
approximately, the end of the immediate post-war period; the 
problems of absorbing the bulk of the Forces into industry and 
the switch over from war-time to peace-time needs had, by that 
time, been largely solved. This does not mean to say that the 
industrial structure of Britain in 1947 is ideal ; but changes after 
that date should follow the more long-term needs of the country 
and thus belong to a new phase of development. 

The first table given here provides a basis for deducing the 
absolute and relative changes in the totals of insured persons in 
each region between the three dates. 

Table I 


Total insured persons in each region. 


Region. 

’ 

Number (000). 

% of Great Britain. 


1939. 

1945. 

1947. 

1939. 

1945. 

1947. 

London and South- 
east 

3,760 

2,861 

3,492 

23-99 

21*23 

22*71 

East 

750 

676 

781 

4-79 

5*02 

5*08 

South 

642 

619 

G97 

4-10 

4*59 

4*53 

South-west 

751 

698 

784 

4-79 

5*18 

5*10 

Midlands 

1,527 

1,378 

1,500 

9*74 

10*22 

9*76 

North Midlands 

1,084 

956 

1,065 

6*92 

7*09 

6*93 

East and West 

Ridings 

1,457 

1,241 

1,399 

9-30 

9*21 

9*10 

North-west 

2,376 

2,009 

2,268 

15*16 

14*91 

14*75 

North 

951 

899 

1,001 

6*07 

6*67 

6*51 

Wales . 

696 

678 

731 

4*44 

5*03 

4*75 

Scotland . 

1,677 

1,463 

1,658 

10*70 

10*85 

10*78 

Great Britain 

15,671 

13,478 

15,376 ; 

100*00 

100*00 

100*00 


The first three columns show that the net effect of the call-up 
on one hand and the absorption of manpower reserves into industry 
on the other hand was to reduce, by 1945, the total of insured 
workers by 2-2 million. By 1947 the reverse movement increased 
the total by 1-9 million, leaving it at little below the pre-war 
level. The reduction and subsequent expansion in the labour 
force was felt in each region, though not to the same extent. In 
the East, the South, the South-west, the North of England and 
in Wales the total of insured persons is actually higher in 1947 
than in 1939 ; in the remaining regions, particularly the London 
and South-east, it is lower. 
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The last three oolumns show that the London and South- 
eastern Region lost a substantial part of its share of the insured 
population during the War, but had partly regained it by 1947. 
The share of the Ridings and of the North-west fell slightly but 
steadily, whilst that of the East steadily increased. The remain- 
ing regions had relative gains during the War, but kept only part 
of their gains. 

Using figures for employed instead of total insured persons, 
we obtain the following picture. 

Table II 


Total insured employed in each region. 


Region. 

Number (000). 

% of Great Britain. 


1939. 

1945. 

1947. 

1939. 

1945. 

1947. 

London and South- 
east 

3,574-4 

2,843-5 

3,425-9 

24-68 

21-32 

22-90 

East 

713-9 

672-7 

767-4 

4-93 

5-05 

5-13 

South 

623-0 

615-3 

685-3 

4-30 

4-61 

4-58 

South-west 

721-2 

693-2 

767-5 

4-98 

5-20 

5-13 

Midlands 

1,445-7 

1,367-4 

1,478-4 

9-98 

10-26 

9-88 

North Midlands 

1,014-6 

952-3 

1,051-2 

7-00 

7-14 

7-03 

East and West 

Ridings 

1,340-9 

1,230-0 

1,371-1 

9-26 

9-22 

9-17 

North-west 

2,116-3 

1,993-8 

2,197-7 

14-61 

14-95 

14-69 

North 

833-6 

879-4 

956-4 

5-75 

6-60 

6-39 

Wales 

597-4 

652-6 

677-7 

4-12 

4-89 

4-53 

Scotland . 

1,504-4 

1,434-1 

1,581-3 

10*39 

10-76 

10-57 

Great Britain 

14,485-4 

13,334-3 

14,959-9 

100-00 

100-00 

• 

100-00 


Owing to the virtual abolition of unemployment during the 
War, the fluctuations in total employment are far smaller than 
those in the total insured labour force. Employment during the 
War fell by M million for the country as a whole and subsequently 
expanded by 1*6 million, so that it is at a higher level in 1947 than 
in 1939, in spite of a smaller number of insured persons. The 
North of England, and Wales, did not share the war-time fall in 
employment but expanded steadily ; of the remaining regions, the 
London and South-east is the only one that has not, by 1947, 
exceeded its pre-war level. 

The relative changes in employed are broadly the same as 
those in insured persons. Main exception is the North-western 
Region, which on the present basis has gained, not lost, dur ing the 
period 1939-45 and on balance over the period 1939-47. The 
Midlands Region, on the other hand, shows on balance over the 
period 1939-47, a loss instead of a slight gain. But on the whole, 
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the changes in the regional share of employed persons are accom- 
panied by similar changes in the share of insured persons and can 
therefore only to a minor extent be explained by the reduction in 
registered unemployment. 

The next table is to show changes in diversity, measured by 
the coefficient of specialisation for each region. The coefficient, 
as defined, can be obtained by comparing the employment distribu- 
tion over the twenty-five groups of the region with that of the 
rest of Great Britain, and by adding all the positive differences 
(or the numerical value of all negative differences). It can also 
be obtained by comparing the employment distribution of the 
region with that of Britain as a whole, adding the positive differ- 
ences, and applying a correction factor. This correction is not 
essential for comparisons between different dates, but is important 
for inter-regional comparisons; if the second method is used 
without applying a correction factor, a bias arises which will make 
the larger regions appear relatively more diversified, and the 
smaller regions more specialised, than is appropriate. The 
coefficient may, in theory, vary between 0, indicating that the 
region is perfectly diversified on the standard of the country as a 
whole, and 100%, indicating that the region is completely 
specialised and has no industry in common with the rest of the 
country. 

Table III 


Region. 


Coefficient of specialisation (%) for each 
region within Great Britain, based on insured 
employed, in twenty-five industry groups. 



1939. 

1945. 

1947. 

London and South-east 

24*7 

22*8 

22*2 

East ..... 

21*2 

19*7 

19*3 

South .... 

260 

23*5 

23*9 

South-west 

20*2 

21-4 

18*8 

Midlands .... 

30*8 

27*0 

27*8 

North Midlands . 

22*4 

19*2 

18*7 

East and West Ridings 

21*5 

20*2 

19*0 

North-west 

19*5 

17*0 

17*7 

North .... 

25*5 

24*3 

21*4 

Wales .... 

35*0 * 

29*4 

24*6 

Scotland .... 

10*8 

1 

11*3 

10*2 


The table shows that the decline in specialisation, or increase 
in diversity, which took place in each region between 1939 and 
1947, did not take place simultaneously. It appears to be entirely 
due to war-time changes in the South, the Midlands and the North- 
west ; and mainly so, in London and South-east, the East and the 
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North Midlands. On the other hand, the post-war period appears 
to be entirely responsible for the increase in diversity in the case 
of the South-west and of Scotland, and chiefly responsible in the 
case of the North of England. The small change in the Ridings 
and the large change in Wales are divided about evenly between 
war-time and post-war periods. 

Since the value of the coefficient of specialisation depends on 
the industrial grouping on which it is based, the significance of 
the results given here, as well as the following analysis, is some- 
what limited by the fact that regional differences and changes 
over time within industrial groups are not taken into account 
here. Nevertheless, it is felt that the industrial grouping adopted 
here has a sound economic meaning, and the results based on it 
are useful in giving a broad picture. 

Table IV 


Insured employed in Great Britain in eaoh 
industry group. 


Industry group. 

Number (000). 

Index 

(1939 = 100). 

1939. 

1945. 

1947. 

1945. 

1947. 

Agriculture . 

• 

645-2 


644-1 

115-7 

118-2 

Fishing 


27-4 

IBHiinrB 

24-5 

39-1 

89-2 

Mining 



782-1 

804-8 

90*2 

92-9 

Bricks, Cement, etc. 


159-0 


137-6 


86-6 

Pottery and Glass 


116-8 

83-5 

120-7 

71-5 

103-4 

Chemicals, etc. 


273-4 

416-5 

327-9 

152-3 

119-9 

Metal Manufacture 


318-8 


357-0 


112-0 

Engineering . 


941-9 

1,412-6 

1,220-5 


129-6 

Vehicles 


541-2 


644-4 

171-5 

119-1 

Shipbuilding 


141-7 

247-0 


174-4 

147-8 

Miscellaneous Metal Industries 

780-4 

783-1 



115-8 

Textiles 

, 



747-1 

59-7 

74-0 

Leather 

. 

74-2 

49-7 

69-4 

66-9 

93-5 

Clothing 



389-3 

514-8 

62*2 

82-2 

Food, Drink, Tobacco . 



461-8 


76-8 

90-8 

Woodworking 

. 

244-0 



74-1 

98*5 

Paper, etc. . 

. 

480-4 


393-7 

65- 5 

82*0 

Miscellaneous Manufacturing 

. 



272-8 

88-7 

120-8 

Building and Civil Engineering 

1,206-3 

632-8 

1,139-9 

52-6 

94-5 

Gas, Water, Electricity . 


216-3 

164-9 


76-2 

106*6 

Transport 


815-9 

923-7 


113*2 

128*1 

Distribution 



1,436-5 

1,746-1 

65-6 

79-7 

Commerce and Finance . 


117-7 


93-9 


79*7 

Government Service 


645*6 

1,265-1 

1,257-9 


194-8 

Miscellaneous Services . 




1,267-3 

73*5 

96-0 

All Industries . 

• 

14,485-4 

13,334-3 

14,959-9 

92-1 

103-3 


To take the analysis one step farther, the changes in the 
industrial structure of each region may be considered to consist 
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of two components. First, the industrial structure of Great 
Britain as a whole has changed; secondly, the geographical 
distribution of employment within each industry group has 
shifted. The problem will be to separate the effects of the two 
factors on level and diversity of employment in each region. 

The changes in the employment structure of Great Britain as 
a whole are given in Table IV. In interpreting these figures it 
must be remembered that they are based on insured workers only, 
and the changes shown here do not accurately reflect changes in 
manpower for each industry group. 

An interesting feature in this table can be brought out if the 
information is summarised by combining “ Agriculture,” “ Fish- 
ing ” and “ Mining ” into a broad group “ Primary production,” 
the fifteen groups from “Bricks, cement, etc.” to “ Miscellaneous 
manufacturing ” into “ Manufacturing ” and the seven groups 
from “ Building and civil engineering ” onwards into “ Services,” 
as in Table V. 

Table V 


Insured employed in Great Britain in each 
broad group. 


Broad group. 

Number (000). 

Index 

(1939 = 100). 


1939. 

1945. 

1947. 

1945. 

1947. 

Primary production 

1,439*4 

1,423*6 

1,473*4 

98*9 


Manufacturing 

6,534*8 

6,452*7 

6,705*7 

98*7 

102*6 

Services .... 

6,511*2 

5,458*0 

6,780*8 

83*8 


All Industries . 

14,485*4 

13,334*3 

14,959*9 

92*1 

103*3 


The service trades, naturally, have suffered the severest war- 
time contraction, followed by the most rapid post-war expansion. 
But it is surprising to see that the expansion rates of the three 
groups, over the whole period 1939-47, are so similar. The main 
changes in industrial structure can thus be said to have taken 
place within each of the broad groups. For example, as seen 
from Table IV, agriculture has gained, but mining has lost ; the 
metal trades have gained, and the main consumer goods industries 
have lost; government service has gained, and distribution has 
lost. 

Table IV can also be used as a basis for a broad classification 
of the industry groups into four categories, according to the 
changes in employment which took place in the periods under 
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consideration. The categories, and the groups falling into each 
of them, are as follows : — 

I. War-time expansion, partly offset by post-war contrac- 
tion : Chemicals, etc. ; Engineering ; Vehicles ; Shipbuilding ; 
Government service (5 groups). 

II. Steady expansion : Agriculture ; Metal manufacture ; 
Miscellaneous metal industries ; Transport (4 groups). 

III. War-time contraction, more than offset by post-war 
expansion : Pottery and glass ; Miscellaneous manufactur- 
ing; Gas, water, electricity (3 groups). 

IV. War-time contraction, partly offset by post-war 
expansion : Pishing ; Mining ; Bricks, cement, etc. ; Textiles ; 
Leather; Clothing; Pood, drink, tobacco; Woodworking; 
Paper, etc. ; Building and civil engineering ; Distribution ; 
Commerce and finance; Miscellaneous services (13 groups). 

This classification conceals differences in individual expansion 
or contraction rates which are, in some cases, quite wide ; never- 
theless, it is useful for giving a broad picture. There is no 
industry group in which there has been a decline in employment 
both in war-time and in the post-war period ; nor is there a case 
of a post-war contraction more than offsetting a war-time expan- 
sion. According to definition, employment expanded between 
1939 and 1945 in categories I and II ; between 1945 and 1947 in 
categories II, III and IV ; on balance between 1939 and 1947 in 
categories I, II and III. 

Table VI shows the regional expansion and contraction rates 
in each of those categories. 

Taking each of the four categories as a whole, the changes in 
employment are largely the same for each region as those for 
Britain as a whole : war-time expansion, followed by contraction 
in category I ; steady expansion in category II ; war-time con- 
traction, followed by expansion in categories III and IV ; the net 
result being expansion in category III and contraction in category 
IV. Exceptions are the London and South-eastern and the 
Midlands Regions, for which the increase in employment in 
categoiy II industries does not start till 1945 ; and Scotland, which 
does not reach, by 1947, the 1939 level in category III industries. 
An outstanding feature of the table is also the high expansion 
rate in category I industries for Wales ; it will be seen later that 
employment in these industries was very low for Wales in 1939. 

Nevertheless, we can oonclude from this table that the most 
important changes in the industrial structure of each region have 
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Table VI 


Index of insured employed in each region 
(1939 = 100). 


Region. 

Industry groups in category. 

All 


I. 

II. 

III. 

IV. 

industries. 

London and South-east : 






1945 

151*4 

93*7 

75*5 

57*8 

79*6 

1947 

140-9 

113*2 

106*5 

79*2 

95*8 

East : 






1945 

163*1 

111*9 

91*8 

66*7 

94*2 

1947 

151*6 

119*9 

128*4 

88*2 

107*5 

South : 






1945 

178*7 

121-6 

89*9 

62*4 

98*8 

1947 

152*5 

133*4 

113*3 

87*3 

110*0 

South-west : 






1945 

174*3 

123*8 

93*6 

64*2 

96*1 

1947 

149*3 

131*2 

119*1 

86*0 

106*4 

Midlands : 






1946 

149*1 

99*3 

70*7 

66*3 

94*6 

1947 

125*8 

108*5 

102*6 

85*3 

102*3 

North Midlands : 






1946 

171*1 

112*0 

92*9 

71*1 

93*9 

1947 

144*8 

120*8 

127*3 

88*9 

103*6 

East and West Ridings : 






1945 

154*4 

116*9 

89*9 

71*4 

91*7 

1947 

134*6 

125*5 

121*9 

88*7 

102*3 

North-west : 






1945 

181*9 

120*6 

80*3 

66*7 

94*2 

1947 

148*7 

130*4 

114*7 

86*2 

103*8 

North : 

: 





1945 

164*8 

130*1 

971 

80*2 

105*5 

1947 

142*6 

135*2 

145*8 

99*6 

114*7 

Wales : 






1945 

364*9 

116*7 

93*8 

73*0 

109*2 

1947 

231*6 

125*4 

162*0 

92*3 

113*5 

Scotland : 






1945 

172*6 

111*2 

84*1 

71*1 

95*3 

1947 

145*3 

115*7 

97*2 

92*0 

105*1 

Great Britain : 






1945 

167*9 

109*9 

80*3 

66*4 

92*1 

1947 

143*9 

119*9 

111*7 

86*6 

103*3 


been those following a common trend all over the country. We 
are therefore justified in concentrating on this common trend for 
the moment and in treating the geographical redistribution of 
each industry as a secondary feature, to be considered later on. 

Table VII shows how far the industries in each category are 
represented in each region in 1939. 

The figures for the Midlands differ widely from those of any 
other region. On the hypothesis that the geographical distribu- 
tion of employment in each industry group remains unchanged, 
the high proportion employed in category I-III industries and the 
low proportion in category IV industries should bring about a 





334 


THB ECONOMIC JOURNAL 


Table VII 


[best. 


Proportion of insured employed, for eaoh region 
1939 (% of toted employed) in 


Region. 

Industry groups in category. 

All in- 
dustries. 

m 

II. 

III. 

IV. 

London and South-east . 

16-0 

14*9 

5-0 

63*5 

100*0 

East .... 

17-2 

22*6 

31 

571 

100*0 

South .... 

22*6 

15*6 

30 

58*8 

100*0 

South-west . 

201 

14-8 

31 

020 

100*0 

Midlands 

22*5 

28*4 

7*4 

41-7 

100*0 

North Midlands 

15-8 

16-0 

2-0 

60*2 

100*0 

East and West Ridings . 

15-8 

14-8 

2-0 

60-8 

100*0 

North-west . 

17-5 

12-7 

40 

05-8 

100*0 

North .... 

20-5 

15-2 

2-0 

02-3 

100*0 

Wales .... 

8*8 

23-4 

1-0 

60*2 

100*0 

Scotland 

16*9 

10-8 

30 

63*3 

100*0 

Great Britain . 

17-5 

17*0 

3-9 

01*0 

100*0 


considerably higher level of employment in 1947 than in 1939 for 
this region. On the other hand, the North Midlands, the East 
and West Ridings and the North-western Region seem to have an 
industrial structure unfavourable to expansion between 1939 and 
1947. 


Table VIII 


Expected total of insured employed in each region (at 
1939 regional distribution in each industry group). 


Region. 

Number (000). 

% of Great Britain. 


1939. 

1945. 

1947. 

1939. 

1945. 

1947. 

London and South- 
east . 

3,574*4 

3,207*5 

3,700*8 

24*08 

24*05 

24*74 

East 

713*9 

070*4 

750*8 

4*93 

6*03 

5*06 

South 

023*0 

600*3 

672*8 

4*30 

4*55 

4*50 

South-west 

721*2 

681*3 

760*2 

4*98 

5*11 

5*08 

Midlands 

1,445*7 

1,453*8 

1,500*4 

9*08 

10*90 

10*43 

North Midlands 

1,014*6 

910*7 

1,017*2 

7*00 

0*83 

6*80 

East and West 

Ridings 

1,340*9 

1,190*1 

1,333*6 

0*20 

8*93 

8*91 

North-west 

2,116*3 

1,868*2 

2,103*2 

14*01 

14*01 

14*06 

North 

833*6 

817*2 

882*3 

5*75 

6*13 

6*90 

Wales 

597*4 

650*0 

017*1 

4*12 

4*12 

4*12 

Scotland . 

1,604*4 

1,378*8 

1,655*5 

10*39 

10*34 

10*40 

Great Britain 

14,485*4 


14,959-0 

100*00 

100-00 

100*00 


In order to get quantitative information on this point, we have 
calculated the hypothetical level of employment in each region 
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for 1945 and 1947 at the 1939 geographical distribution in each 
industry group, or in other words, the employment obtained by 
applying national expansion and contraction rates for each 
industry group to all regions. Comparing the results with the 
actual figures for 1939, we obtain the following picture, as given 
in Table VIII. 

The figures confirm the suppositions drawn from Table VII. 
In most regions we should, according to Table VIII, expect to 
find in 1945 a lower, but in 1947 a higher, level of employment 
than in 1939. Exceptions are the Midlands Region, where we 
should expect a gain in employment even between 1939 and 1945, 
and the Ridings and North-western Regions, where employment 
in 1947 should be slightly below 1939 ; in the North Midlands, the 
gain on balance during 1939-47 should be very slight. There 
should be similar changes in the shares of each region in the total 
employment of the country. 

So far, we have studied the effect of changes in the industrial 
structure of Great Britain on regional levels of employment only. 
It will also be of interest to consider the effect of these structural 
changes on diversity of employment in the regions. 

On superficial consideration one might believe that changes 
which equally affect Britain as a whole and each region do not 
influence the degree of specialisation or diversity ; but this is not 
true. It must be remembered that some industries are highly 
concentrated in ono or more regions, others are widely dispersed. 
If the most highly concentrated industries had expanded and the 
most widely dispersed industries had contracted, this would have 
automatically raised the coefficients of specialisation for each 
region ; the opposite movement would have reduced them. The 
actual changes in the British economy are, however, a mixture of 
both, and we should not expect to find the same result in 'every 
region. In some regions the industries which increased in import- 
ance may have been those on which the excess or deficiency of 
the region is highest, and thus the coefficient of specialisation 
rises ; in others, the opposite may be true. This is examined in 
Table IX. 

The results are as expected. The changes in the industrial 
structure of Britain tended to bring about both increases and 
decreases in specialisation of individual regions, most of the effects 
being small. On the whole, the decreases predominate, particu- 
larly for the years 1945-47, but also over the whole period ; this 
means that the highly localised industries have, on balance, 
somewhat lost in importance. 
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Table IX 


Region. 

Expected coefficient of specialisation (%) for 
each region (at 1939 regional distribution in 
each industry group). 


1945. 

1947. 

London and South-east 

24-7 

23-4 

23*0 

East .... 

21*2 

21-7 

21*1 

South .... 

26-0 

26*7 

26*0 

South-west 

20-2 

20*7 

19*9 

Midlands .... 

30*8 

32-6 

31*7 

North Midlands . 

22*4 

19-8 

20*6 

East and West Ridings 

21*5 

19*8 

19*7 

North-west 

19-5 

18*1 

18*0 

North .... 

25-5 

26*6 

24*7 

Wales .... 

360 

36*9 

33*9 

Scotland .... 

10-8 

11*8 

11*0 


This concludes our analysis of the changes in the numbers 
employed in various industries in Great Britain, and of their 
effects on level and diversity of employment in the regions. We 
shall now proceed to consider the changes in the regional distribu- 
tion of individual industry groups, which helped to bring about, 
for the same industry, different rates of expansion or contraction 
in each region. 

Some information on this point is already contained in 
Table VI. So far we have commented only upon the general 
similarity of national and regional expansion or contraction rates. 
If we now consider differences for individual regions from the 
national average, we find that the figures for the London and 
South-eastern and for the Midland Regions lie below those of Great 


Table X 



Number of industry groups in 


which the share of each region 

Region. 

between 1939 and 1947 


Increased. 

Decreased. 

London and South-east 

6 

19 

East 

16 

10 

South ..... 

14 

11 

South-west .... 

14 

11 

Midlands .... 

10 


North Midlands 

16 


East and West Ridings 

19 


North-west .... 

20 


North ..... 

23 


Wales 

21 


Scotland 

14 

11 
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Britain for each category and for both years. For the remaining 
regions, the figures lie above the national average in most cases. 
Thus, there appears to have been a shift from the London and 
South-east and the Midlands towards the other regions. 

This view is confirmed by a look at the figures contained in 
Table X. 

The London and South-eastern and the Midlands Regions are 
the only ones which gained, relatively to Britain as a whole, in 
fewer industry groups than they lost. The highest number of 
gains is found in the North of England, followed by Wales, the 
North-west and the Ridings. We can therefore speak of London 
and South-east and the Midlands as “ generally losing,” the 
remaining regions as “ generally gaining.” Table XI is based 
on this classification. 


Table XI 


Industry group. 

Share of “ generally gaining ” regions (all 
except London and South-east, Midlands) 
in employment in each industry group (% 
of employment in Great Britain). 

1939. 

1945. 

1947. 

Agriculture 

81*6 

80*8 

80*2 

Fishing ..... 

99-2 

99*4 

99*0 

Mining ..... 

90*2 

90*5 

90*4 

Bricks, Cement, etc. 

70*1 

74*8 

73*0 

Pottery and Glass 

32*9 

43*0 

38*3 

Chemicals, etc. 

64*7 

78*5 

70*4 

Metal Manufacture . 

75*7 

75*4 

75-9 

Engineering .... 

60*4 

07*2 

07*0 

Vehicles .... 

51*7 

02*9 

59*0 

Shipbuilding .... 

910 

91*3 

89*7 

Miscellaneous Metal Industries . 

38*6 

44*6 

44*9 

Textiles ..... 

92*6 

93*5 

93*3 

Leather ..... 

50*9 

02*5 

59*0 

Clothing ..... 

60*2 

71*0 

70*4 

Food, Brink, Tobacco 

05*1 

71*0 

09*9 

Woodworking .... 

50*4 

04*0 

61*4 

Paper, etc. .... 

54*4 

57*7 

58*1 

Miscellaneous Manufacturing 

48*1 

50*7 

49*4 

Building and Civil Engineering . 

67*0 

50*4 

05*2 

Gas, Water, Electricity 

58*2 

01*1 

01*9 

Transport .... 

64*8 

71*2 

67*0 

Distribution .... 

01*4 

08*0 

05*9 

Commerce and Finance 

43*7 

48*1 

42*0 

Government Service 

04*0 

03*0 

02*8 

Miscellaneous Services 

50*0 

61*0 

. ...... 

00*7 

All Industries 

65*3 

68*4 

07*2 


The table shows that the “ gaining ” regions increased their 
average share of employment from about 65 to 68% during the 
War, but the post-war period again reduced it to 67%. The gains 
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were not evenly spread over the different industries. On the 
whole, the largest gains are in those industrial groups for which • 
the share was low in 1939 and still low in 1947, like Pottery and 
Glass, Vehicles, Miscellaneous Metal Industries, Leather, Wo6d- 
working, Paper, etc., Miscellaneous Services. The industry 
groups in which the nine regions have the highest shares both in 
1939 and in 1947, like Agriculture, Fishing, Mining, Shipbuilding, 
Textiles, show only a slight increase, or an actual decrease, in the 
share of those regions. Thus, the geographical redistribution of 
industry has worked towards greater diversity. 

The effect of this redistribution of industry upon total employ- 
ment in the regions can be deduced from Tables II and Vlll. 
By taking the difference between actual and expected figures, we 
obtain the changes due to redistribution for the periods 1939-45 
and 1939-47, and thus indirectly for the period 1945-47 ; they are 
given in Table XII. Furthermore, for 1939-47, the table gives 
the effect on employment of changes in industrial structure, and 
the actual changes in employment, which are brought about by 
both factors working together. Table XIII gives the samo 
information for changes relative to Britain as a whole, instead of 
absolute changes. 

Table XII 


Changes in total number of insured employed in 
each region (000). 


Region. 

Due to regional redistribution 
in each industry group. • 

Due to 
changes in 
industrial 
structure 
of Great 
Britain. 

1 

Actual. 

1939-45. 

1945-47. 

1939-47. 

1939-47. 

1939-47. 

London and South-east 

— 364-0 

+ 89-1 

-274-9 

+ 126-4 

-148-5 

East .... 

+ 2-3 

+ 8-3 

+ 10-6 

+ 42-9 

+ 53-5 

South 

+ 9-0 

+ 3-5 

+ 12-5 

+ 49-8 

+ 62-3 

South-west 

+ 11-9 

- 4-6 

+ 7-3 

+ 39-0 ' 

+ 46-3 

Midlands . 

- 86-4 

+ 4-4 

- 82-0 

+ 114-7 

+ 32-7 

North Midlands . 

+ 41-6 

- 7-6 

+ 34-0 

+ 2-6 

+ 36*6 

East and West Ridings 

-f 39-9 

- 2-4 

+ 37-5 

- 7-3 


North-west 

+ 125*6 

- 31*1 

+ 94-6 

- 13-1 

+ 81-4 

North 

+ 62*2 

+ 11*9 

+ 74-1 

+ 48-7 

+ 122-8 

Wales 

+ 102-6 

- 42-0 

+ 00-6 

+ 19-7 

K1MI 

Scotland 

+ 55-3 

- 29-5 

+ 26-8 

+ 61-1 

+ 76-9 

Total increases 

+ 450-4 

+ 117-2 

+ 356-9 

+494-9 

+023-0 

Total decreases 

-450-4 

-117-2 

-356*9 

- 20-4 

-148-5 

Balance ' 

— 

— 

i 

+474-5 

+474-5 
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Table XIII 


Changes in share of each region in total of insured 
employed (% of Great Britain). 


Region. 

Due to regional redistribution 
in each industry group. 

Due to 
changes in 
industrial 
structure 
of Great 
Britain. 

' 

Actual. 

1939-45. 

1945-47. 

1939-47. 

1939-47. 

1939-47. 

London and South-east 

-2-73 

4-0-89 

-1-84 

4 0-06 

— 1*78 

East .... 

+ 0*02 

4-0-05 

4-0-07 

+ 013 

4-0-20 

South 

4* 0-06 

4-0-02 

4-0-08 

4-0-20 

4-0*28 

South-west 

4-009 

-0-04 

4-0-05 

4-0-10 

4-(M5 

Midlands . 

— 0*64 

4-0-09 

-0-55 

4 0-45 


North Midlands . 

4-0-31 

-0-08 

4-0-23 

-0-20 

-f 0-03 

East and West Ridings 

4-0-29 

-0-03 

-{0-26 

-0-35 


North-west 

+0-94 

—0-31 

4-0-63 

-0-55 


North 

4-0-47 

4-0-02 

4-0-49 

4-0-15 

4-0*64 

Wales 

4-D-77 

— 0-36 

4-0-41 

— 

4-0*41 

Scotland 

+0-42 

-0-25 

4-0-17 

4-0-01 

4-0*18 

Total increases and 






decreases 

±3-37 

±1-07 

±2-39 

±1*10 

±1*97 


Table XII shows that the lower level of employment in the 
London and South-eastern Region for 1947, as compared with 
1939, is due to changes in geographical distribution of industries. 
Similarly, the increases in employment in the Ridings and in the 
North-west are entirely due to this factor. On the other hand, 
the Midlands Region owes the slight increase in numbers employed 
to its industrial structure, which in the light of the changes in 
industrial composition of the country was favourable. The same 
factor was mainly responsible for the expansion of employment, 
in the East, South, South-west of England, and Scotland, whilst 
the North Midlands, Northern and Welsh regions derived most 
of their increase from securing a larger share in most of the 
industries. 

- The results are only slightly modified if we consider gains and 
losses in terms of shares in the economy of Great Britain, instead 
of absolute numbers. In Table XIII the large loss of London and 
South-east and the small loss of the Midlands is seen to be caused 
by shifts between regions within each industry ; the slight loss in 
the Ridings to shifts between industries. The relative gains of 
the East, South and South-west are mainly due to shifts between 
industries, those of the remaining regions mainly or entirely due 
to shifts between regions. 

No. 236 — vol. ux. AA 
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From either table, the geographical redistribution of industries 
in favour of nine regions, particularly the North-west, the North, 
Wales and Scotland, at the expense of the two losing regions, is 
seen to have occurred during the War. After the War London 
partly regained its position, mainly at the expense of the north- 
west, Wales and Scotland, but the North of England, as well as 
the East and South, held their own. The Midlands hardly regained 
any of the ground which the region had lost during the War. 

Finally, in the same way as changes in total employment, 
changes in industrial diversity of each region may be analysed by 
comparing Tables III and IX and taking the differences in the 
coefficients of specialisation. The results are presented in 
Table XIV. 

Table XIV 


Kegion. 

Changes in coefficient of specialisation (%) for 
each region. 

Due to regional redistribution 
in each industry group. 

Due to 
changes in 
industrial 
structure 
of Great 
Britain. 

Actual. 

1939-45. 

1945-47. 

1939-47. 

1939-47. 

1939-47. 

London and South-east 

-0-6 

—0*2 

-0*8 

-1*7 

- 2*5 

East . 


. -2*0 

4-0*2 

-1*8 

-0*1 

- 1*9 

South 


-2-2 

4*1*1 

-1*1 

-1*0 

- 2*1 

South-west 


4-0*7 

-1*8 

— M 

-0*3 

- 1*4 

Midlands . 


— 6*0 

4-1*7 

-3*9 

4-0*9 

- 3*0 

North Midlands . 


-0-6 

-1*2 

-1*8 

-1*9 

- 3*7 

East and West Hidings 

4-0*4 

-1*1 

-0*7 

-1*8 

- 2*5 

North-west 


— 1*1 

4-0*8 

-0*3 

-1*5 

- 1*8 

North 


-2*2 

-1*1 

-3*3 

-0*8 

- 4*1 

Wales 

. 

-6*5 

-2*8 

-9*3 

-1*1 

-10*4 

Scotland 

• 

-0*5 

-0*3 

-0*8 

4-0*2 

- 0*6 


It can be seen that the general shift of employment from one 
industry to another was in most regions a contributory factor 
towards greater diversity ; it was a major factor in the South and 
the North Midlands, and the main factor in London and South- 
east, the Ridings and the North-west. On the other hand, there 
was a shift of employment between regions within each industry 
which tended to increase diversity everywhere, particularly in 
Wales, the Midlands and the North. Generally speaking, the 
largest increases in diversity due to this factor took place during 
the War. In the after-war period, there seems to have been a 
tendency for industries to return to regions whioh spe cialised in 





1949 ] EMPLOYMENT IN GREAT BRITAIN, 1939-47 


341 


them. This trend was probably counteracted by government 
policy, which in regions containing development areas, notably 
Wales, succeeded in maintaining and further increasing diversity 
of employment. 

In conclusion, an attempt will be made to summarise, on the 
basis of all the figures given in this paper, the main features of the 
changes in industrial employment for Great Britain and for each 
separate region. 

Great Britain : In the majority of industry groups, employ- 
ment fell during the War and partly recovered in the immediate 
post-war period. There were, however, some important industry 
groups in which employment either expanded steadily or rose 
sharply during the War and then fell off", but to a higher than pre- 
war level. Also, in a few small industry groups, employment in 
the post-war period rose more than it had fallen in war-time. 
On balance, employment reached a higher level in 1947 than in 
1939, in spite of a smaller number of insured persons. 

London and South-east : Owing to the War, the region lost 
ground in most industries relatively to Britain as a whole, though 
it partly regained it after 1945. The decrease in specialisation 
seems largely due to the fact that industries in which the region 
specialised or showed a deficiency have lost in importance. 

East : The share in total insurable employment increased 
slightly but steadily, mainly owing to a fairly favourable industrial 
structure. The region managed to secure during the War and to 
retain afterwards a slightly higher share in some industries in 
which it had been deficient, and thus became slightly less 
specialised. 

South : Share of employment increased during the War and 
practically maintained afterwards, chiefly owing to favourable 
industrial structure. The slight reduction in specialisation is 
caused by a combination of factors. 

South-west : Slight relative gain in employment, mainly 
caused by industrial structure. Slight decrease in specialisation 
in post-war period, by losing a little ground in industries in which 
the region specialised. 

Midlands : Industrial distribution in 1939 extremely favour- 
able for expansion, but lost ground in the majority of industry 
groups in favour of the rest of the country, particularly in those 
in which it had specialised; this made for greater diversity. 
Since the War the region regained ground in some of these 
industries, but lost in others in which it is deficient, tending towards 
slightly more specialisation again. 
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North Midlands : Had an unfavourable structure In 1939, but 
compensated this by securing, during the War, a larger share of 
industries in which it had been deficient. This makes for higher 
diversity, and the fact that industries in which the region has a 
large excess or deficiency of employment lose in importance, 
contributes to the same end. 

East and West Ridings : Unfavourable industrial structure, 
partly compensated by a higher share in most industries, makes for 
a slight relative loss in employment. The decrease in specialisa- 
tion is mainly a consequence of the industrial structure. 

North-west : Unfavourable industrial structure is more than 
compensated by securing, during the War, a larger share of 
employment for most industries. Decrease in specialisation 
mainly a consequence of industrial structure. 

North : Favourable industrial structure, combined with 
geographical redistribution in favour of the region, bring about 
substantial absolute and relative increase in total employment 
during the War and on balance over the whole period 1939-47. 
The region gains mainly in industries in which it was deficient, 
thus achieving greater diversity. 

Wales : Increasing shares in many industries, particularly 
those in which there was a deficiency, bring about substantial 
absolute and relative increase in employment duiing the War and 
for the whole period 1939-47, as well as a spectacular reduction 
in specialisation. Specialisation here was higher in 1939 than 
in any English region, but is now less than in the Midlands. 

Scotland : There are no spectacular changes here. Owing to 
relative gains during the War, the level of employment is slightly 
higher, absolutely and relatively, in 1947 than in 1939. The 
degree of diversity, which was high in 1939, has not materially 
increased since then. 

The total effect, over the period 1939-47, of accidental or 
planned redistribution of industry on regional employment levels 
has been a gain of over 350,000 persons in nine regions, and a 
corresponding loss in two regions. This figure, though not large 
compared with total employment levels, is large in relation to the 
total changes in employment, and affects them substantially. 
In all regions, whether gaining or losing, this shift of employment 
has been of such a character as to bring about a more even 
distribution of industry. 

C. E. V. Leser 

Department of Economic and Social Research, 

Glasgow University. 



ACCOUNTANTS, ECONOMISTS AND THE VALUATION 
OF FIXED ASSETS 1 

I 

An incidental academic result of recent inflationary pressures 
has been a growing dissatisfaction among accountants at current 
methods of valuing assets and providing for depreciation . 2 There 
is a tendency to turn to economics for guidance, and to suggest 
that, in some way, economic theory should be called in to give 
assistance in defining real income and real capital, so that 
accountants and business men could get behind the “ money 
symbol.” 3 

Perhaps the clearest and most telling example of this tendency 
is a recent article in this Journal by Mr. Lacey . 4 It points out, 
with great cogency, the disadvantages that accrue from current 
standards of measurement of profit ; it advocates a standard of 
measurement nearer to the “ real ” elements, and goes on to 
reoommend a method of calculating profits on a basis of replace- 
ment costs. 

Mr. Lacey’s detailed suggestions clearly apply mainly to the 
valuation of trading stocks and raw materials. If adopted they 
would go far towards bringing accounting practice into line with 
opportunity-cost theory, and remove several of the more serious 
evils arising from the uncritical use of historical cost. 

Except for his brief remarks on fixed assets, Mr. Lacey’s 
detailed suggestions are not criticised in this article, and it is 
hoped that the consideration of the valuation of fixed assets 
offered here will be taken as supplementary to his suggested 
techniques for revaluing working stocks, where an item-by-item 
revaluation may be impracticable. Nevertheless, the theory 
underlying Mr. Lacey’s article seems to be at fault; and his 
theoretical arguments appear to lead to two practical disadvan- 

1 The author wishes to acknowledge the help, at all stages in the preparation 
of this article, of Mr. M. W. Gulliford, A.C.A. It is not, however, to be assumed 
that he agrees with all the suggestions made here ; and he is not responsible for 
any errors in the text. 

* Cf. F. S. Bray, “ Economio Accounting,* * Accountant, April 1947 ; “ The 
Measurement of Profit,’ * Accountant, July 1947. 

# Cf. Bray, op, cfo*, July 1947. 

4 Cf. K. Lacey, “ Profit Measurement and the Trade Cycle,” Economic 
Journal, Dec. 1947. 
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tages : a tendency to concentrate on the physical assets them- 
selves, regardless of market conditions, in his treatment of fixed 
assets; and an unwillingness to recognise that revaluation is a 
change of convention rather than an income entry. 

This article is written in the belief that eoonomic theory can 
give assistance in modifying the conventions of accounting and 
taxation in regard to valuation ; but that the appropriate branch 
of theory is not the one usually referred to. The problem is not 
an index-number problem ; and it is not even closely allied to the 
problem of maintenance of real capital. It is a problem of de- 
vising appropriate conventions and rules of thumb to clarify 
opportunity costs. 

II 

A question of actual business policy, modified (to conceal 
identities) out of a number of questions recently discussed in 
Singapore, will be considered here from the point of view of an 
accountant and an economist, and certain conclusions drawn 
and recommendations made in the field of depreciation policy. 

A shipping company builds a block of fiats in 1930 for housing 
its own staff. The cost is $100,000 (Malayan). The flats are 
expected to last fifty years, and $2,000 is written off every year. 
In 1945 building costs have risen so that it would cost $350,000 
to replace the flats, while their book value has been reduced to 
$70,000, the sum of $30,000 having been written off over fifteen 
years. 

The flats are let free to the company’s staff, as part of their 
conditions of service. 

From the accountant’s point of view there are two separate 
problems, the value at which to carry the assets and the provision 
of reserves for replacing them. The former is fairly simple : from 
the point of view of accounting theory the $100,000 was a cost 
incurred by the firm that it is entitled to defer charging against 
revenue because the asset acquired with it will last fifty years. 
The historical cost can therefore be divided into fifty parts (equal 
or unequal) according to some definite plan. 1 The only reason 
for modifying this plan is a change at any time in the remaining 
expected life of the asset. Provided this remains unchanged, 
the plan is adhered to. If, however, some change during 1945 
drastically reduced the length of time the flats were expected to 
last, a larger sum than $2,000 might be written off in one year.* 
The rise in the replacement cost would not affect the book 

1 Cf. Keynes, General Theory, II, 6. ‘ Cf. Bray, op tit,, April 1847. 
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valuation ; nor would a fall, provided the anticipated life remained 
unchanged and there was no intention of selling the flats. 

Provision for depreciation is not, however, regarded as suf- 
ficient by an accountant, when values are -rising sharply. It 
might well be held that prudent finance demanded the set tin g 
aside of a fund sufficient to replace the flats by an equivalent 
block in 1980. This would mean that provision would have to 
be made to accumulate $320,000 in thirty-five years, or over 
$9,000 a year. The fund would not be built up by first writing 
off the flats in about eight years and then setting aside further 
sums. The original depreciation plan would be maintained, but 
an additional $7,000 net would be paid into a special reserve fund. 1 
This would normally be taxable, so that the actual funds set 
aside would need to be much larger. Naturally accountants tend 
to say that such depreciation reserves should be allowed to reflect 
changes in the value of money. They would like an automatic 
method by which provision for depreciation could be allowed (for 
taxation purposes) so as to leave “ real ” values unchanged. 

The economist’s problem of maintenance of capital is quite 
different. To the economist the capital to be maintained can no 
longer be regarded as a fixed sum. It is merely a formula for 
expressing as one sum the discounted value of a stream of future 
satisfactions; and the nearest we can get to maintenance is to 
make the satisfactions derived this year no greater and no less 
than those which can be continued indefinitely. 2 (We are here 
assuming an economy of firms in which the firm has no interests 
separate from those of its shareholders, and without assuming 
that they all desire constant income streams, nevertheless aims at 
distributing a constant income stream as a convention to simplify 
all their plans. In fact, of course, the firm’s interest normally 
favours conservative finance and a rising income stream.) 

The correct attitude for the economist to adopt, if this problem 
were being treated from the point of view of real capital and real 
income, would be to attempt to anticipate the future effect of 
the flats on the salary bill and the efficiency of the staff, to reckon 
this in terms of money, corrected by some stabilising cost-of-living 
factor, and then, if necessary, to calculate the present value in 
terms of rates of discount which would change from time to time. 

1 This appears to be the plan suggested by Lacey, op. dt., and also by Bray, 
op. o it. 

* Following Hayek, of. “ Pure Theory of Capital," and also “ Maintaining 
Capital Intact,” Economica, August 1941. Contrast, however, Pigou, “ National 
Income end Capital Depletion,” Economic Journal, June 1935, and ‘‘Maintaining 
Capital Intact,” Eeonomioa, August 1941. 
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The appropriate rate of discount to use would depend on the 
whole earning structure of the business. Similarly, the provision 
for depreciation would be made to keep the real inoome derived 
by means of the flats unchanged, provided their relation to the 
rest of the business could be assumed unchanged . 1 

Ill 

Now it is clear that when accountants want economists to 
help them get behind the money symbol they are not seeking a 
way to maintain real capital in any such sense as this. They 
want to make provision in some way for keeping real capital 
intact, along the lines already suggested ; they would like to be 
able to provide for replacing the flats, and to do it by means of 
a system of depreciation funds capable of being recognised for 
taxation purposes. They are thinking in terms of estimating 
costs, as a general guide to policy, not of devising an automatic 
method of stabilising real (psychic) incomes. 

To solve this problem it is necessary first to consider the 
practical purpose of estimating costs of durable assets. We will 
begin by assuming perfect competition, i.e., that the price is taken 
as given by any one firm, and only output plans are under con- 
sideration. The purpose of estimating costs of all kinds will 
now be to enable the appropriate marginal cost to be discovered 
for any practical decision that arises . 2 Some decisions have long- 
run implications, others do not. When an indivisible decision 
covering sales over a long period has to be taken, the expenditure 
to be incurred has to be related to all the sales which will accrue 
from it. This involves an estimate of future experience. If past 
experience is to be used as a guide, this estimate must subse- 
quently be checked against facts. The simplest method of 
checking over the whole period is to divide up the cost in advance 
over the units concerned (usually by time) and check for each 
unit whether expectations have been fulfilled. Provided cost 
figures are used intelligently in relation to the decisions actually 
to be taken, or taken in the past, they form a sound basis for 
rational decision. Of course, if an executive is foolish enough 
to charge a proportion of warehouse and office space in his 
minimum cost, when he has warehouses and offices empty and is 

1 This proviso is important. The assumption cannot normally be made 
when the prioes of different assets have changed in different proportions. 

* Cf. the analysis of oosting in relation to time in H. Norris, “ State Enter- 
prise Price and Output Policy and the Problem of Cost Imputation,” Economica, 
February 1947. The term “ marginal ” in the text refers to the indivisible unit 
of decision. 
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deciding whether to take on new business at a price which is 
genuinely outside his control, then his costing may lose him 
money. But for this his lack of intelligence should be blamed 
rather than the system of dividing total costs over the units 
concerned, which has a valid purpose both in influencing and in 
checking long-run decisions. 

The problem to be solved in estimating costs on a durable 
asset is thus, in part, the well-worn problem of calculating mar- 
ginal cost with an indivisible factor of production. Once the 
decision to devote the factor as a whole to one particular purpose 
is taken, marginal costs for units of output produced will be 
inevitably affected; thus short-period and long-period marginal 
costs inevitably differ, and no one figure can both serve as a 
check on past decisions and give the necessary guidance for present 
ones ; 1 yet in taking the original decision (and in checking its 
correctness afterwards) the output must be treated as a whole, 
which means in general that all units produced must be costed 
equally . 2 In deciding how to use an asset, once installed, these 
averaged cost figures are irrelevant. Other devices must be 
used : overheads may be ignored in some problems as irrelevant ; 
fixed assets may be treated as a temporarily irremovable bottle- 
neck in others; occasionally a special figure may be estimated 
where a particular job overworks a fixed asset without com- 
pelling the creation of a new one. But in any case the average 
figure, used when the asset was installed, to compare with antici- 
pated returns, and subsequently to compare with achieved results 
is normally irrelevant to such decisions . 3 

1 This makes it inevitable that a price which is made equal to short-period 
marginal cost will differ widely from the appropriate long-period marginal cost, 
so that State enterprises basing their prices on short-period marginal cost will 
often make large profits or losses. The short-period marginal cost curve will 
normally rise very steeply in the neighbourhood of capacity production, so that 
where it is not worth installing a new plant the price may be very high. Lerner 
(Economics of Control) appears to assume (on the basis of falling long-period costs) 
that losses would be much commoner than profits. In this assumption he has 
been followed by later writers. If falling long-period costs depend on indivisi- 
bilities, however, this assumption is very questionable. 

* Equality is not, however, always the best method of allocation. The 
principle to be borne in mind is that the costing should provide a check against 
the original decision, both before and after it is made. If a given unit of output, 
e.gr., at a peak load, adds disproportionately to the capital cost, such a unit 
should be charged a disproportionate share of the cost. This does not neces- 
sarily mean that it will be practical or wise to sell it at a different price from 
other units. Cf. p. 356 below, and also W. A. Lewis, “ The Two Part Tariff/’ 
Economica , 1941. 

• It is, of course, frequently used; but this is not intelligent policy except 
as part of conventional price -fixing in a market in which oligopoly prevails; 
of., for example, Oxford Economic Papers, No. 2. 



348 THE ECONOMIC JOURNAL [SEPT. 

It will be notioed that, so far, the time at which output from 
a given asset is expected to be produced has been treated as 
irrelevant. At a later stage in the argument we shall allow for 
the fact that returns in the distant future are not quite equivalent 
to returns in the near future; but quite often costs are for 
convenience divided over time equally without allowing for this 
fact. 1 

IV 

We may now return to our block of flats. From the point 
of view of following up the original decision to build them, there 
is no justification for changing the original plan. When the 
original sum paid has been written off, the remainder is profit 
above original cost. From this point of view, the setting aside 
of additional funds is simply saving by the firm on behalf of its 
shareholders, instead of leaving it to them to do themselves. 

From the point of view of maintaining real income, the whole 
assets would need to be revalued with every change in the 
probability of securing profits : the valuation of assets and calcu- 
lation of depreciation funds would be as volatile a thing as the 
market valuation of shares. But costs cannot include such a 
large element of uncertain anticipation, or the whole precision 
of the accountant’s profession will be entirely destroyed. 

Is there then any reason why it should be considered prudent, 
when assets are rising in .value, to do more than pay back the 
money cost before reckoning the profit? Mr. Lacey has sug- 
gested several good reasons for charging replacement costs on 
working capital, and several of these apply in part to fixed assets. 
But we have seen that provision for replacement is not usually 
justified by accountants in any terms that could be translated 
into maintaining anything that economists could recognise as 
“ real ” capital intact. It is easy to see that it would be eq uall y 
futile to justify it by speaking of replacing the original capital 
asset intact. The appropriate form for the capital to 
changes not merely with changes in technique but with changes 
in the economic situation also. No one would expect the new 
block of flats built in 1980 to be the same in all respects as those 
built in 1930. And if we try to say that the flats should in some 
sense do the same thing as the original ones we shall encounter 
difficulty in defining “ doing the same thing ” without reference 
to anticipated incomes. 

Neither the real income nor the real flats will do. We must 

1 Of. R. F. Fowler, The Depreciation of Capital Analytically Considered. 
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find some theoretical basis for adjusting depreciation provisions, 
but it must be something in the nature of a cost, not a value. 

The reasons for attempting to revalue assets is that essential 
information is sacrificed if we confine ourselves, in our post- 
mortems on costs, to judging by the standard originally laid 
down; for any given operations are the result of many plans 
made at many different times, and if these plans are inconsistent 
with one another their combined result lacks significance. Of 
course, unless there is poor co-ordination the plans will not be 
inconsistent in terms of their objective; by the time any later 
plan is made the objectives of all earlier plans should have been 
adjusted to conform to the new one . 1 * * * But the costs, if they 
remain crystallised in terms of the original plan, will not be 
co-ordinated into any intelligible total. 

In modem business it is not possible to allocate revenues to 
particular assets, since the product accrues to the business as a 
whole. Different assets were bought at different times. All 
that can be done therefore is to reduce costs to a consistent basis 
which will make it possible to check results over a given period. 
This means retaining the theory of carrying forward historical 
costs, but adjusting the convention on which costs are based to 
correspond to present replacement values which are consistent 
for all assets in any given year. 

All past plans have been modified from time to time to con- 
form to the ever-changing ends of economic life; we require a 
rale of thumb by which costs can be co-ordinated for any period 
so as to be intelligibly checked against achievements; but the 
costs must remain costs, taking no credit for any anticipated 
gains. 


V 

An appropriate rule of thumb will now be suggested. It is a 
rough and ready one, for in the nature of the case it is not possible 
to be precise where the objectives have changed . 8 If one is no 
longer aiming at the same goal it is not possible to ignore this 
fact completely in testing the extent to which plans made at any 
time have been achieved; and yet we must ignore it if we are 
not to take credit for uncompleted aspirations, but concentrate 
strictly on costs. 

1 Poor co-ordination is, of course, possible or even probable. More consistent 

conventions will help to eliminate it. 

1 This makes it essential to allow for “ fully adequate substitutes *' below, 

though it is difficult to define adequacy without begging a number of questions. 
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' The rule can be formulated as follows : — 

(a) A new document of account should be prepared and 
presented with the Balance Sheet. It should be called the 
Memorandum Assets Revaluation Statement (M.A.R.S.). 
Its function should be to show changes in the valuation of 
assets in accordance with changes in replacement costs, not as 
an aspect of profit and loss but as changes in the conven- 
tion by which profit and loss are calculated. 

(b) This document should show, item by item, or in 
summary form where necessary, revaluations of all assets 
on the basis of replacement cost as shown in (c) to (/) below. 

(c) The original plan of allocation of costs over time should 
be adhered to unless any unforeseen factors have shortened 
the expected life of the asset. This may involve writing off 
the asset by means of a sinking fund, or by a straight line 
method, or in any other way. Adherence to the original 
plan will mean that if the book value of an asset in (say) its 
tenth year was originally planned to be half its historical 
cost it would, in the M.A.R.S., still stand in the tenth year 
at half the new conventional cost based on replacement. 

(d) The uncompleted remainder of the asset’s life would be 
revalued in the books each year in proportion to changes in 
its replacement cost. The M.A.R.S. would show these 
revaluations and indicate in a separate column the method 
of estimating replacement cost. Replacement, new, of the 
original article or — in some cases 1 — of the cheapest fully 
adequate substitute would be used, but it would probably 
be necessary to indicate the assumed conditions of purchase 
in some cases. 

(e) The relation between the M.A.R.S. and the Balance 
Sheet would be as follows. Every Balance Sheet would be 
based on the previous year’s M.A.R.S. ; i.e., for every asset 
the previous year’s M.A.R.S. value would be shown in the 
Balance Sheet. Depreciation allowances would be calculated 
on this basis, and the provision for depreciation shown 
separately , 2 and deducted before arriving at profit and loss. 

1 This alternative should be used only where unforeseen obsolescence has 
raised the replacement cost of the original asset in comparison with substitutes 
— c.g.f of a fleet of trams when trams are no longer being produced on a large scale. 

* For full consistency each asset should be shown at current replacement 
cost, and the depreciation provisions already made should also be revalued in 
accordance with current replacement cost. This would bring out clearly the 
point that asset revaluation is merely an adjustment of conventions. Provided 
that this could be done in detail in the M.A.R.S., so that the revalued depreciation 
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Thus the valuation in the previous M.A.R.S., instead of the 
original historical cost, would be used as a basis for both 
depreciation policy and profit calculation. The difference 
between the previous Balance Sheet values and the previous 
year’s M.A.R.S. values would be carried direct to an Asset 
Revaluation Provision, without passing through profit and 
loss. This Asset Revaluation Provision would be carried 
forward from year to year and its total could be either 
positive or negative. Its function should be to indicate a 
change in convention only. It should be illegal to distribute 
it as dividends and increases in it ought not to be liable to 
income tax. 

(f) Wherever the anticipated life of an asset has been 
materially shortened by some unforeseen event, so as to 
become less than that originally planned, an appropriate 
provision should be entered in the ordinary Balance Sheet, 
and not carried to the Memorandum Assets Revaluation 
Statement. 

For example, an asset originally planned to last twenty years 
and having a replacement cost at the beginning of the sixteenth 
year of £20 has an accident during the year which makes it 
probable that it will not last beyond the end of the eighteenth 
year. At the beginning of the year it will stand in the books at 
£5, this figure being brought forward from the last M.A.R.S., 
6/20 of £20 ; at the end it will be depreciated to £3 6s. 8 d. in the 
Balance Sheet; i.e., one-third instead of one-fifth of the last 
M.A.R.S. value will be written off in the sixteenth year. 

If the replacement cost has fallen in the sixteenth year to 
£15, the Memorandum Assets Revaluation Statement published 
with the Balance Sheet at the end of the sixteenth year will show 
this £3 6s. 8 d. reduced in the ratio 20 : 15, i.e., to £2 10s. 0 d., on 
which value depreciation will be calculated for the next period; 
so that, if there is no change in the expected life, this asset will 
be carried at £1 5s. Od. at the end of the seventeenth year, and 
written off by the end of the eighteenth. The loss of 13s. 4 d. due 
to the accident will be carried to profit and loss for the sixteenth 
year; the further “ loss ” of 16s. 8 d. due to falling replacement 
value will be shown in M.A.R.S. and deducted from A.R.P. 


provisions could be scrutinised with the other revaluations, there would be no 
objection to this. In practioe, however, the M.A.R.S. could not normally give 
enough detail, and the suggestion in the text would give as much information as 
oould be understood. Cf., however. Institute of Chartered Accountants of 
England and Wales, Recommendation* on Accounting Principle*, 1944. 
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To put the rule in another way : the Balance Sheet value at 
the end of any year other than the first is calculated from the 
M.A.R.S. value at the beginning of the year depredated according 
to the original time-plan or any less favourable time-plan that 
events in the year have shown to be necessary. The M.A.R.S. 
value at the end of the year is calculated from the Balance Sheet 
value by adjusting in proportion to replacement cost of the asset. 
The sum of all the differences between Balance Sheet values and 
M.A.R.S. values will, in the next Balance Sheet, be credited or 
debited to Asset Revaluation Provision; but in the current 
Balance Sheet, and hence in the Profit and Loss Account, the 
new replacement values will not appear at all : their place will 
be in the M.A.R.S. only. 

We may illustrate by considering our block of flats. Up to 
1946 the replacement cost of the flats was reckoned at $100,000. 
In 1946 replacement cost rises to $360,000. In the 1946 balance 
sheet the flats are carried at $70,000, the ordinary sum of $2,000 
being written off for the year from the (hypothetical) 1944 
Balance Sheet, and contributing its share to the loss which was 
(presumably owing to the Occupation) incurred in this year. In 
the 1945 Memorandum Assets Revaluation Statement the flats 

are shown as changing from $70,000 to $70,000 -f- or 

$245,000, and a capital gain of $175,000 is recorded there, but 
not in the Balance Sheet, or Profit and Loss Account. For 1946 
the flats are carried in the books at $245,000, and provision is 
made to write this off at $7,000 a year, in thirty-five years, so 
that if no change occurs in their anticipated life they will be 
carried at $238,000 in the Balance Sheet for 1946. A liability of 
$175,000 to the Assets Revaluation Provision will appear in the 
Balance Sheet for 1946, and $7,000 depreciation will be charged 
to the 1946 Profit and Loss Account. 

VI 

It is probable that many accountants would object to this 
procedure on two grounds. They would contend that the writing 
up of assets is an extremely dangerous practice ; and they would 
add that if the practice had to be admitted, the amount added 
between one year and another should be shown in the Balance 
Sheet and not merely in a Memorandum. 

These objections are, however, invalid. The reason for not 
showing the writing up in the Balance Sheet is that it is not haiwg 
treated as a profit, but as a change in convention. It is desirable 
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to preserve consistency between the Balance Sheet and the Profit 
and Loss Account for the year, and to bridge the gap between 
succeeding years by a separate document which sets out the 
change in the convention in a form that distinguishes it as clearly 
as possible from an ordinary profit. In times of falling prices 
the Asset Revaluation Provision would be drawn on automatically. 
Even when its total balance was negative the firm should not be 
debarred by law from distributing profits, though it might be 
regarded as prudent at such times to place rather more of any 
profit earned to general reserve. 

Apart from this technical objection, however, accountants 
might raise an objection of substance. It might be held that it 
showed a lack of common prudence to adopt a plan that would 
not replace the actual physical asset when its commercial life 
came to an end. It might be argued, for instance, that the 
shipping firm in our example would not have, in 1980, enough 
funds to house its employees as well as at present. 

This argument ignores what is happening to the depreciation 
allowances. We may consider two separate cases : the cost of 
building may have risen in the same proportion as prices in 
general, or it may have risen in a different proportion. If it has 
risen in the same proportion the assets bought with the depre- 
ciation funds set aside will (unless the funds have been invested 
in bonds) have themselves risen on revaluations by 1980, and by 
regrouping its capital the firm will be able to replace the flats in 
the same way as if prices had not changed. If depreciation funds 
have been invested in bonds (or kept in cash) the flats will not 
be able to be replaced ; but this will presumably be because, in 
spite of rising prices, the firm preferred security of money yield 
to a hedge against inflation. A part of any such money yield 
might reasonably be set aside; but if these decisions of policy 
are wrapped up in depreciation allowances the results of bad 
policy will be concealed from shareholders. 

Building costs may, however, have risen more than the costs 
of other things. In this case the renewal of the flats in 1980 on 
the same scale would involve locking up a bigger proportion than 
before of the firm’s capital in housing its staff. But the change 
in relative prices may have made it undesirable to house staff in 
the same way. By drawing attention to this well in advance 
the depreciation policy will enable the firm either to change its 
policy before 1980 or (if the illiquidity of the asset makes this 
undesirable) at least to make plans to do it when 1980 arrives 
either by raising new oapital or by curtailing other activities. 
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Executives with many things to think about may easily allow 
fixed assets to become something to maintain and renew auto- 
matically. It is undesirable, however, that the system of depre- 
ciation of assets should encourage this automatism. Even the 
necessity to renew an asset every fifty years represents some 
slight measure of liquidity of that <asset, which should not be 
sacrificed by allowing the executive to think of it simply as a 
permanent block of flats regardless of market conditions. 

VII 

Two assumptions that have been made now need reconsidera- 
tion. In our example we have depreciated our block of flats by 
a straight-line method, writing off an equal amount every year. 
In practice this is not justifiable. Some allowance for the passing 
of time must be made. 

Originally the total cost has to be measured against the total 
anticipated gain, since the asset is indivisible over time. For the 
sake of getting comparable measurements the anticipated gains 
can be discounted back to the present, and if this is done they will 
be discounted at a rate subjectively determined to allow for the 
business man’s own estimate of risk. If the aim of depreciation 
policy were to maintain real capital the appropriate rate of dis- 
count would be this subjective one. But our analysis has treated 
depreciation policy as ' primarily a means of checking up on 
anticipated marginal cost for an asset not divisible into separate 
time-units. For this purpose it is necessary, if comparisons are 
to be effective, to convert the expenditure of a single capital sum 
into an equivalent series of annual expenditures. These can then 
be compared with the annual revenues. 

If there is originally no plan to earn different revenues in 
different time periods, the costs will be divided equally except 
for the time factor. This factor will be allowed for by a rate of 
discount that in principle should be equal to the market rate on 
an asset of equivalent liquidity and risk. In practice, of course, 
liquidity and risk cannot be accurately evaluated for an individual 
asset, any more than can the subjective estimate of annua l yield 
for an individual asset. But the two are different concepts, the 
difference being the reason for undertaking the investment in the 
first place. It is important that we should at least be clear in 
theory that the relevant rate for discounting is the (normally) 
lower rate corresponding to cost, not the higher one corresponding 
to yield. 
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* Where the original plan envisages different revenues in different 
years, the problem of allocating the costs in the original depre- 
ciation policy becomes more complicated. A decline envisaged on 
account of wear and tear, and rising maintenance costs, introduces 
only arithmetical complexity. Clearly here the costs should be 
divided in proportion to the discounted anticipated yields. It 
is doubtful, Jiowever, whether the increased complexity of calcula- 
tion would normally give any commensurate advantage, and 
probably ail that would be done in practice would be to make 
the discount rate used higher than it would otherwise be. 

A fluctuating yield, with revenue high because of full utilisation 
in one or more peak periods, and other periods in which the 
equipment is expected not to be fully used (or fully used only at 
much lower prices), raises much more difficult problems. Here 
we have the problem of the peak load. It may be undesirable, 
at the time of making the plan, to distribute costs equally over 
expected units of revenue produced, because a concentration of 
revenue units at one particular point in time may have a dispro- 
portionate effect on the original capital outlay. 

Take, for example, the following series of yields (prices of 
products assumed unchangeable over time) : — 

Year 1 2 3 4 5 6 

* Yield 20 40 20 20 20 20 

Clearly if (as is probable) the capacity to produce a yield of 40 
in year 2 makes the capital asset considerably more expensive than 
if it had had to produce only 20 each year, the whole of the 
additional expense should be debited to the added 20 units in 
year 2, and depreciation allowances on the asset calculated accord- 
ingly. By the same principle, if the capacity to produce a yield 
of 40 differed negligibly in cost from the capacity to produce a 
yield of 20 it would be unreasonable even to charge depreciation 
in proportion to yield in year 2. 

Actual cases will commonly be much more complicated than 
this, and accurate apportionment of costs may not be worth the 
labour involved. Such accurate apportionment is, however, the 
T)asis of sound depreciation policy. It is the means by which 
decisions can be founded on quantitative estimates, and their 
effects subsequently checked in profit or loss as a guide through 
which executives can learn by experience. 

Whatever the original apportionment may have been, it has 
already been suggested that firms should adhere to this apportion- 
ment, even when changes in replacement cost lead to revaluation 
No. 235 — VOL. LIX. B B 
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of assets. For the revaluation is simply a change in the con- 
vention from year to year, to enable the tests of plans made at 
different times to be made consistent with one another within 
any given year. Changes in the apportionment should normally 
be made only when new facts have shown* the original plan to 
have been at fault. Normally, therefore, they should be made 
only to write off losses, no adjustment being made when events 
prove more favourable than the original estimate. The principle 
here is that provision may reasonably be made for losses that 
have become probable, while profits should not be taken until 
they accrue . 1 In any event all changes in the depreciation on 
account of changes in time-plans should be shown in the ordinary 
Balance Sheet and carried to profit and loss. They have no place 
in the Memorandum Assets Revaluation Statement. 

VIII 

We must next attempt to remove the assumption of perfect 
competition. Many firms in practice can affect the prices at 
which their own products sell. We must see whether this affects 
our analysis. 

In general, price policy should be essentially forward-looking 
and unaffected by any costs incurred in the past, except in so far 
as these are a guide to what is going to happen in the future. 
Prices can (at least in traditional economic theory) be adjusted 
from day to day. It is in general, therefore, undesirable to tie 
the firm down to any price based on historical cost, since this 
cannot yield more, and may yield less, than a price designed afresh 
each day to maximise profit . 2 Depreciation allowances should, 
therefore, be entirely irrelevant to price formation. In estimating 
future returns from a given investment the executive should 
reckon that the price will be adjusted at all future times to achieve 
maximum profit, and he should decide accordingly whether to 
invest or not. In any subsequent test of the yield from the 
investment the price should be calculated without reference to 
this past cost, and the returns then compared with this cost as 
an estimate of performance. 

This principle may, however, need modification where prices 
are not adjustable from day to day. Where prices can be adjusted 

1 Hence, where more favourable expectations are a result of exceptional 
expenditure, credit may be taken for them up to the aggregate amount of such 
expenditure, cf. Bray, op. cit., April 1947. 

* The factors governing adjustment of prices may often differ from those 
governing the best allocation of oosts. 
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only at fairly infrequent intervals, and where certain items of 
equipment will need renewal within the period of unchanged 
prices, it will be reasonable to include in marginal cost, for pur- 
poses of fixing prices, depreciation charges on such items revalued 
according to current (or, if possible, anticipated) replacement 
cost. The condition in which price adjustments are necessarily 
infrequent may arise for a number of reasons. The theory of dis- 
criminating monopoly can be applied to a single monopolist’s 
sales at different points of time. Different prices can be charged 
only if there are sufficient restrictions on transfer from one 
“ market ” (i.e., one time) to another. This is Marshall’s case 
of reluctance to cut a price for fear of the effect on one’s own 
future market . 1 An even more compelling reason for maintain- 
ing fairly stable prices is the prospective reaction of one’s com- 
petitors within a small group. It is generally recognised among 
economists that the demand curve, in conditions of oligopoly, is 
likely to have a marked kink which makes for stability of prices. 
In these conditions depreciation allowances will be likely to be 
treated as a component of marginal costs. To allow them to be 
adjusted in accordance with the replacement costs of capital 
goods would make the prices of the products conform more closely 
to true costs ; but it would also tend to increase the flexibility of 
prices in general. This would certainly benefit the economy as a 
whole if overall controls could prevent the general price level from 
fluctuating beyond certain limits. 

IX 

It remains only to comment on the general suggestion that 
accountants should learn from economists how to get behind the 
money symbol in these matters. 

First, let it be said that money is very much more than a 
symbol. Its effectiveness as a human institution depends on 
this fact. It is wanted by human beings and is striven for and 
held by them for the purpose of satisfying their wants indirectly. 
In this respect, it stands, perhaps, midway between a pair of 
shoes and a linotype machine, both of which are undeniably 
“ real ” things and not mere symbols. 

No doubt in the early stages of the progress of economics 
attention was directed to the quest for underlying realities 
beneath the phenomena of daily fife. At this time money was 
treated as little more than a symbol. In recent times, however, 


1 Cf. Marshall, Principles, V, v, 6. 
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this quest for an underlying reality has been waning in importance ; 
it is recognised that money is not the only possible numeraire, and 
other specific measurements are devised to measure speoific 
transformations and substitutions, without any attempt to find 
a unique measurement of the “ reality ” underlying money . 1 In 
other words, economists have paid more attention to analysing 
the measured and observed relations of phenomena themselves; 
both Keynes and Hicks have taught us to give heed to the sub- 
stitutions and exchanges between stocks of money and stocks of 
other assets, between flows of money and flows of goods, and 
between stocks and flows generally. And these methods have 
borne fruit. 

In setting out their affairs in terms of a single unit which is 
convenient for measurement, men have a definite purpose. It is 
the business of accounting to serve this purpose as clearly as 
possible and not be diverted by out of date and irrelevant 
economic concepts. The purpose is to make comparison clear, 
so that transformations and shifts of resources, by exchange or by 
production, can take place with the minimum of confusion. It 
is an inevitable failing of money that it cannot, in a progressive 
economy, be kept constant in value in terms of all the things (or 
even groups of things) which have emotional significance to men. 
It is not, for example, possible to stabilise both wages and retail 
prices at the same time. All plans over a period of time must 
therefore imply individual judgments about the future course of 
prices in general, and not merely of particular prices. But the 
group which will make up “ prices in general ” inevitably differs 
from person to person. 

In planning monetary policy good Governments will have 
regard, among other things, to the convenience to the public of 
having a medium that is at least reasonably stable. Where 
Governments neglect the convenience of the public, or where 
other considerations are of greater importance than convenience 
in measurement, the public will be compelled to make decisions 
in terms of a fluctuating unit. Even then, however, it is better 
that they should have only one unit. An attempt to adjust 
depreciation allowances by means of index numbers, which would 
probably differ from firm to firm, and would certainly not always 
be relevant, would not further the purpose of intelligent com- 
parison. This purpose will rather be furthered by adjusting 
conventions to give maximum comparability in terms of money 
itself. 

1 Cf. Keynes, Treatise on Money, I, p. 6 ; Hicks, Value and Capital, p. 14. 
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The man who puts his money into an equity of any kind 
normally has some confidence in the ability and integrity of the 
firm in which he invests. But he also expects the value and 
yield of his holding to rise or fall, in a general way, with rising 
or falling prices. Beyond that he expects that if his holding is 
connected by close ties with some particular commodity the 
relation between the rise or fall in value of his holding and the 
changes in the general price level will depend on what happens 
to that commodity. If he holds South African industrials he 
will, in general, expect to benefit from a relative rise in the price 
of gold which he expects to affect all South African assets. 

It is the contention of this article that depreciation allowances 
adjusted, in proportion to the unexpired portion, for changes in 
replacement costs, give the clearest basis of comparison for this 
purpose to investors and the public generally ; and that for con- 
sistency the conventions for asset valuation should be annually 
revised to allow for changes in this proportion of the replacement 
costs, without carrying the differences through profit and loss. 

T. H. Siloook 

Baffles College, 

Singapore. 



INVOLUNTARY UNEMPLOYMENT AND THE 
KEYNESIAN SUPPLY FUNCTION 1 


I. Introduction 

1. Within the framework of traditional Keynesian economics 
there are at least two basic issues which have not yet been settled. 
The first centres about the frequently heard complaint that 
Keynesian models neglect the supply side of the market. The 
second is concerned with the very question which brought forth 
the General Theory : involuntary unemployment. Examination 
of the Keynesian theory shows that (even granted its argument) 
it explains primarily the level of employment ; it is inadequate in 
providing either a criterion for the measurement of unemployment, 
or a justification for calling it “ involuntary.” 

The only serious attempt to deal with this last question pro- 
ceeds by assuming a special shape for the supply curve of labor,* 
as in Fig. 1. Here N represents employment; w, the money 
wage ; and w = f(N), the supply curve of labor. By assumption, 
this supply curve is horizontal at the “ customary money wage,” 
w 0 , until the amount of employment N v In other words, it is 
assumed that until a bertain point money wages are completely 
rigid. If the amount of labor employed is N 0 , then involuntary 
unemployment to the extent N x — N 0 is said to exist — since this 


1 Research in connection with this paper was undertaken under a Social 
Science- Research Council fellowship. It will be reprinted in Cowles Commission 
Paper No. 38. 

I should like to express my general indebtedness to two of my former colleagues 
at the Cowles Commission for Research in Economics : To Lawrence R. Klein 
(now of the National Bureau of Economic Research), whose excellent book, The 
Keynesian Revolution (New York : Macmillan and Co., 1947), read in manuscript 
form, started me thinking about many of the problems discussed in this paper; 
and to Trygve Haavelmo (now of the Oslo Institute of Economics), who was a 
constant source of stimulation and encouragement. 

I am also particularly indebted to the following individuals, who read earlier 
drafts of this paper and offered many valuable criticisms and suggestions : Ja m es 
Buchanan (University of Tennessee) ; Robert and Marianne Ferber (University of 
Illinois) ; Malcolm Hogg (University of Illinois) ; Everett E. Hagen (University of 
Illinois) ; and D. Gale Johnson, H. Gregg Lewis and Jaoob Marschak (University 
of Chicago). I am also grateful to many former colleagues of the University of 
Chioago Department of Economics and of the Cowles Commission with whom I 
have discussed the ideas presented in this essay. 

1 Cf., e.g., Oscar Lange, Price Flexibility and Employment (Bloomington, 
Indiana : Prinoipia Press, 1945), p. 6. 
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many additional workers would be willing to work at the prevailing 
market wage. The artificiality of this definition is sufficiently 
demonstrated if one considers the case in which the supply curve, 
instead of being horizontal until the point N v rises at an extremely 
slow rate. 



O N 0 N, N 


Fxo. I. 

In the following sections it will be shown that the two seemingly 
independent issues raised above are, in fact, vitally interrelated. 
In particular, it will be argued that the key to our difficulties lies 
in explicitly introducing supply functions into the standard 
Keynesian models : once this is done, the problem of defining and 
measuring involuntary unemployment is simultaneously solved. 

II. The Supply Function 

2. The traditional tools of Keynesian analysis are the consump- 
tion and investment functions. In the very simple Keynesian 
models these are assumed to depend only on the level of real 
national income ; this is the situation in Fig. 2. Here C, I and E 
are “ desired ” real-consumption expenditures, investment ex- 
penditures and total expenditures, respectively. Y is real 
national income, and E* is actual, as distinct from “ desired,” 
total real expenditures. O(Y) and H(Y) are the “ desired ”- 
consumption and “ desired ’’-investment functions, respectively. 
The total-expenditures function, F( Y), is obtained by the vertical 
addition of 0( Y) and H( Y). 

First of all, we must make clear the sense in which the term “ de- 
sired ” is being used. It refers to nothing more than the schedule 
of alternative actions (as represented by the demand and supply 
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curves) of traditional economio theory. Consider, for example, 
the “ desired ’’-consumption function. This can be considered 
as the end-product of the following experiment : Every individual 
in the economy is approached, told that he must stay within his 
income and asked how much of each particular good he will buy 
at different sets of prices and personal income. This gives us the 
usual individual demand curves of Walrasian general-equilibrium 
economics. If we sum up these demand curves for all individuals 



and for all goods, we obtain the aggregate “ desired ’’-consump- 
tion function. Under certain assumptions , 1 this desired-con- 
sumption function will be of such a form that aggregate real 
desired-consumption will depend only on aggregate real in- 
come. These assumptions have been implicitly made in the 
preceding paragraph; consequently, our desired-consumption 
function there is written as C = G(Y). It tells us the aggregate 
amounts the economy desires to consume at different income 
levels. 

Thus the desired behavior of consumers is defined as their 
behavior under certain specified conditions — a behavior that 
is described by their Walrasian demand curves. In a similar way 
we can specify certain conditions under which the firm must 

1 Namely, (a) that the individual demand curves depend only on relative 
prices and real income ; and ( b ) that in deflating money consumption expenditures 
and money national income we use a certain price index which emerges from the 
aggregating process itself. For an example of the derivation of the consumption 
function in this way see L. R, Klein, M A Post-Mortem on Transition Predictions, 1 ’ 
Journal of Political Economy t LIV (1940), 300-1. 
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operate (e.g., the transformation function) and derive the desired- 
investment function. The conceptual experiment here is the 
following one : We ask each firm how much it will invest at 
different sets of prices and national income, subject to the restric- 
tion that the firm’s inputs and outputs are related in a specified 
way (i.e., subject to the firm’s transformation function). The 
results of these experiments will, after aggregation, give us the 
desired-investment function, I — H(Y). (Admittedly, there are 
many more conceptual difficulties in doing this than in construct- 
ing the desired-consumption function ; but these need not detain 
us now. ) The total expenditures function, F( Y), being the vertical 
sum of the consumption and investment function, thus represents 
the total expenditure people desire to make at any given level of 
real income. 

3. Once the total desired-expenditures function F( Y) is given, 
the equilibrium level of real national income is determined as 
follows : First, a 45° line through the origin is drawn. This line 
(whose equation is E* = Y) represents the fact that, by definition, 
real national income is equal to actual real expenditures : no one 
can receive income except as a result of expenditures by someone 
else. 1 Now consider the income level Y v At this level people 
desire to spend only the amount E lt which is less than Y v In 
other words, if the income F x is to be maintained, people must 
continue spending more than they desire to the extent Y t — E v 
For example, inventories will be accumulated above the amount 
indicated by the desired-investment function. This undesired 
spending cannot continue indefinitely. To use again the example 
of inventories, people will attempt to reduce their undesired 
accumulations, and, as a result of this attempt, the level of real 
income prevailing in the system will change. Hence F 1 cannot 
be an equilibrium position. 

Similarly, the equilibrium level cannot be Y 2 ; for at that level 
people would tiy to correct the resulting undesired disinvestment 
that would be occurring. To use again the example of inventories, 
people will try to replenish inventories that have been drawn 
down below their desired levels, and by this action will change the 
level of income. By reasoning along these lines we see that the 
equilibrium level must be at F 0 . At this point — which is given 
by the intersection of the 46° line and the total desired-expendi- 
ture function — desired and actual aggregate expenditures are 

1 Many complications are hidden in this simple statement — such as the prac- 
tice of considering inventory accumulation as purchases of the firm from itself. 
But these complications need not concern us here. 
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equal. Hence, within the framework of the given conditions, 
there exists no force acting to change the income level from F 0 .* 

4. So much for the standard Keynesian analysis. However, 
a little reflection will make it obvious that there are some missing 
links in the argument. Consider again Fig. 2. The careful reader 
will have noted that all that was said about the income level F 2 
or F a was that they were not equilibrium levels ; nothing was said 
about the direction in which the forces set up by the resulting 
disequilibria would cause the income level to move. In other 
words, no attempt was made to show that if the economy were, 
say, at the income level F 2 , automatic forces would be set up to 
push the income in the direction of the equilibrium level, F 0 . 
If we were to try to follow through such a dynamic analysis, the 
omission of certain factors from the Keynesian analysis repre- 
sented by Fig. 2 would immediately become evident. For the 
standard dynamic analysis runs along the following lines (of. Fig. 
2) : If the income level were Y v the resulting accumulation of 
undesired inventories would drive prices down and therefore dis- 
courage production. As an immediate result, income payments, 
and hence national income, would decline. This process would 
continue until the income level Y 0 is reached. Similarly, if the 
income level were F 2 , prices would be driven up, and production 
increased. 

The significant point about the preceding dynamic analysis is 
that it calls into play factors completely outside the analytical 
framework of Fig. 2. It presupposes some type of behaviour 
(e.g., responses to changes in inventories) from the supply side 
of the market which is never explicitly introduced into the 
analysis. This procedure is a sharp contrast with that employed 
in, say, the dynamic analysis of partial equilibrium in one partic- 
ular market. There both sides of the market are represented by 
the traditional demand and supply curves. If the prioe is higher 
than the equilibrium one, the analysis itself indicates the force 
(viz., the excess supply) which drives prices down. There is no 
need to appeal to outside forces to explain the movement toward 
equilibrium. 

From all this there follows but one conclusion : so mething 
must be done to complete the Keynesian picture; and that 
“ something ” must clearly be the explicit introduction of the 

1 I abstract here from the difficulty that this equilibrium is only aggregative, 
and may be disturbed by the disequilibrium of individual firms. Cf. Arthur F. 
Burns, Economic Research and the Keynesian Thinking of our Time* (Twenty- 
sixth Annual Report of the National Bureau of Economic Research, 1046), p. 9. 
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supply side into the analysis. It is to this task that we turn in 
the section which follows. 

5. To start from fundamentals, it is clear that a complete 
explanation of the economic system can be presented only through 
a Walrasian general-equilibrium system. Unfortunately, for 
practical analytical purposes such a system is entirely too large and 
cumbersome. Aggregation is necessary to reduce it to manage- 
able terms. Thus, we have seen that in the preceding Keynesian 
models all the Walrasian demand curves for finished goods are 
aggregated into two functions : the consumption and investment 
functions. But these represent only one side of the market — the 
demand side. The system presented in Fig. 2 provides no aggre- 
gate counterpart to the supply functions of the general-equilibrium 
system. But clearly such an aggregate function can be built up 
from the Walrasian supply functions in exactly the same way that 
the consumption and investment functions were built up from 
the Walrasian demand functions. Furthermore, the interpreta- 
tion of such an aggregate function will be completely analogous to 
that of, say, the aggregate desired-consumption function. The 
Walrasian supply functions from which the aggregate supply 
function is constructed represent the behaviour of suppliers 
within a specified framework (profit maximisation, given trans- 
formation curves, etc.); these supply functions, by definition, 
represent the desires of suppliers. Hence, the function we get by 
aggregating them also represents the desires of suppliers. We 
call this function “ the aggregate desired-supply function.” It 
shows the aggregate amount of finished goods and services 
suppliers desire to provide at different levels of income. 

In other words, the equilibrium position of the Walrasian sys- 
tem is determined by the joint influence of the demand and supply 
functions. In the process of aggregation we do lose a lot of 
detailed information. This we are willing to sacrifice for the sake 
of manageability. But one characteristic of the general-equili- 
brium system which we should carry over to the aggregate (or 
macro-) system is that supply factors, as well as demand factors, 
influence the equilibrium position. No such influence is provided 
for in our Keynesian model of Fig. 2. In order to bring it in, our 
macro-system must provide an aggregate desired-supply function 
(corresponding to the aggregate desired-consumption and -in- 
vestment functions) which should play a co-equal role in the 
determination of the equilibrium position. 

What might the form of this aggregate desired-supply function 
be ? By making assumptions similar to those made for the con- 
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sumption function we can have aggregate real desired supply, S, 
dep ending only on real income, Y. In Fig. 3 this function is 
drawn as 8 = Q(Y). 

$:s.z 

s, 

% 


o w \ Y 3 Y 

Fiq. 3. 

What is the form of Q( Y) ? It can be shown that the assump- 
tions made in aggregating the supply function imply that the real 
return to productive services is constant; that is, the price of 
finished goods is always proportionate to the price of productive 
services . 1 This should lead us to suspect that the function Q( Y) 
might have a special form. In particular, since the real return is 
constant, suppliers might desire to provide the same amount of 
goods regardless of the level of income. In that case the aggregate 
supply function would be a horizontal line at, say, the level 17 . 
This extreme position was not taken in Fig. 4 ; but some allowance 
for it was made by giving Q(Y) a small slope with respect to Y. 
In other words, it was assumed that the desired supply does not 
vary much with the level of income. 

Lest there be any misunderstanding on this point, it should be 
made clear that the assumption of a constant real wage is regarded 
as completely unrealistic. We shall, in fact, remove this assump- 

1 Limitations of space prevented the publication of the mathematical appendix 
to this article in which this was proved. The general argument is related to 
footnote 1 on p. 362, above. The price index that comes out of the aggregation 
there is for finished goods only ; but the price index resulting from the aggregation 
here is for productive services as well. If the supply function is to depend on the 
same measure of real income, Y, that the expenditure function does, then the two 
price indexes must be the same, which means that the prioes of finished and 
productive services must be proportionate. 

This mathematical appendix is available upon request. 
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tion later (§ 14). However, the main point here is that for the 
purposes of this article it is only the existence, and not the form, 
of the aggregate supply function which is of importance. We shall 
return to this point again (§ 14). 

6. Let us for the moment ignore the expenditure funotion in 
Fig. 3 and concentrate on the relationship between the 46° line 
and the desired-supply function. Introduce the variable 8* 
which equals actual, as distinct from desired, aggregate real supply 
of finished goods and services. Previously we used the fact that 
national income is equal to aggregate expenditures. Now we 
note that, by definition, real national income is also equal to the 
actual real value of finished output, S*. So the 45° line also 
represents this equality, i.e., S* — Y. 

In a manner completely analogous to that of the discussion of 
the expenditure function, it can now be showed that the level of 
income 77 (Fig. 3) is the equilibrium level determined by supply 
conditions. For consider the income level F 4 . At this level 
firms desire to supply the amount 8 t , which is greater than F 4 . 
In other words, if the income level F 4 is to be maintained, firms 
must continue supplying less than they actually desire, to the 
extent S t — Y t . Consequently, an effort will be made (via price 
reductions) to correct this disappointment of desires, and in the 
process the level of income will change. Similarly, Y 3 cannot be 
an equilibrium value ; for to maintain that level firms must supply 
more than they actually desire. The only possible equilibrium 
from the supply side is Y — 77. At this level, since desired and 
actual supply are equal, there is no stimulus for any change in the 
system. 

If we now consider Fig. 3 as a whole, it is immediately evident 
that the macro-system we have built up from our Walrasian system 
is one which can never be at equilibrium. For the income level, 
Yo, which equilibrates the demand side of the economy, leaves the 
supply side in disequilibrium. Conversely, the income level 17, 
which equilibrates the supply side, leaves the demand side in 
disequilibrium. There is no level of income which will simultane- 
ously equilibrate both of these sets of forces in the economy. 
What is the economic interpretation of this inability to reach a 
consistent equilibrium position ? This is the problem discussed in 
Part III. There it is argued that the inconsistency created by 
the explicit introduction of the aggregate supply function into 
Keynesian systems provides the key to the theory of involuntary 
unemployment implicit in Keynesian economics. 

7. One more point must be made, an important one for our 
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later analysis. In the discussion of Fig. 3 it was tacitly implied 
that there is no way of resolving the inconsistency of having two 
“ equilibrium ” positions. There are, however, a priori grounds 
(formulated by Pigou) for claiming that the initial duo-equilibrium 
itself brings into play automatic market forces whioh tend to re- 
move the inconsistency. 1 Specifically, suppliers at, say, the 
income level Y 0 in Fig. 3, will find themselves supplying less than 
they desire. Hence they will reduce the general price level in an 
effort to increase their sales. The fall in the price level will in 
turn increase the real value of the cash holding of individuals. 
As a result, their willingness to spend out of income will increase 
so that the whole expenditure function in Fig. 3 will shift upwards. 
(In other words, the expenditure function is now assumed to 
depend on the absolute price level, p, as well as the level of real 
income, T.) Under certain assumptions, if the price decline 
continues long enough, the expenditure function can be shifted 
so far up that it intersects the 45° line at the same income level, 
ij, at which the supply function intersects. (This is the situation 
pictured in Fig. 6 below.) Thus, a unique equilibrium position 
is determined and the inconsistency removed. 

In addition to these forces there is the more traditional 
Keynesian effect on the expenditure function through variations 
in the interest rate. An excess supply will drive interest rates 
down and thereby raise the expenditure function. If it has 
sufficient interest elasticity, the expenditure function might even- 
tually be driven up to its position in Fig. 6. It is clear that for 
the purpose of this paper the interest rate and the price level play 
completely equivalent roles. Hence, whenever in the subse- 
quent argument the reader will find the phrase “ price level,” he 
can add “ and interest rate.” 

As we shall see later, this argument makes no fundamental 
change in our analysis. At most, it requires that we shift from a 
static to a dynamic viewpoint. The full implications of these 
remarks will become clearer in the exposition whioh follows. 

III. The Concept of Involuntary Unemployment 

8. Involuntary unemployment involves what might be called 
“ relative coercion ” : people cannot fulfil their desires as freely 
as under some other situation which serves as a norm of reference ; 

1 The argument of this paragraph is presented in its barest details, sinoe it 
has already been discussed at length in my artiole “ Price Flexibility an d Full 
Employment/' American Economic Review , XXXVTII (1948), 543-65. This will 
be referred to henceforth as “ Price Flexibility." 
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henoe in order to give concreteness to the concept of coercion we 
must first define this norm of reference. Thus, it is theoretically 
meaningless to speak of involuntary unemployment without in- 
troducing a comparison between two alternative models : the 
actually existing one and some designated norm. The extent of 
involuntary unemployment is then measured by the difference 
between the existing amount of employment, and the amount 
that would have existed under the norm. 

I must emphasise that coercion and freedom are defined in a 
relative sense only. People acting with the “ normal ” freedom 
(i.e., under the restrictions to be found in the norm of reference) 
will (for the sake of brevity) be defined as fulfilling their desires 
freely. People acting under more than the “ normal ” restric- 
tions will be said to be coerced and prevented from fulfilling their 
desires. In what follows our norm of reference is defined as a 
model in which perfect competition reigns and the economic unit 
is restricted only by the budget restraint and technological re- 
lationships ( e.g ., the production function). Thus, by definition, 
our norm is a system of equations. Within this norm of reference 
the individual will be defined as fulfilling his desires — though he 
may be poor and unhappy. In other words, an individual will 
be said to be acting freely as long as he is on his Walrasian demand 
and/or supply curves. 

Partial equilibrium analysis provides an illustration. Consider 
the classical demand (D) and supply (8) curves for labor (N) in 
terms of the real wage wjp (Fig. 4). By definition, the demand 
curve, D, represents the desires of employers under normal re- 
strictions, and the supply curve, 8, represents the desires of workers 
under normal restrictions. Now, if the real wage, w/p, is always 
at the intersection of D and 8, then within this model there can be 
no involuntary unemployment. No matter how far D shifts over 
to the left and employment drops, workers will be working as much 
as they desire : Workers and employers will be fulfilling their 
desires as long as the equilibrium wage and employment are always 
at the intersection of the curves. Only if some force entered which 
established the equilibrium value at, say, the wage {w/p) z and the 
employment JV 2 , a point off the supply curve of labor, could 
coercion, and therefore involuntary unemployment (to the extent 
N t — N t ), be said to exist in the system. 

One fundamental qualification must be introduced into the 
discussion, of Fig. 4. If the wage ( wfp) 2 has been set and main- 
tained by monopolistic tactics of a trade union, it is clearly a 
distortion to say that “ involuntary ” unemployment exists in the 
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economy. (Of course, those workers unable to find jobs because 
of the union wage policy might be said to be “ involuntarily ” 
unemployed ; but this involves a completely different usage from 
the customary one, which implies that the workers are unemployed 
neither through their fault, nor through that of their brethren.) 
This paper does not deal with any of these difficulties ; it is con- 
cerned solely with the definition of involuntary unemployment 
within an actual competitive framework. Within this framework 
we can think of the wage (w/p) 2 being maintained despite wage 
flexibility if, for example, the price level were to fall proportionately 



with the wage level and so keep the real wage constant. In such 
a case, workers would truly be involuntarily unemployed — despite 
all their efforts to correct the situation by money-wage reduction. 1 

More generally, in a dynamic framework, we can think of the 
price decline as being less than proportionate to the money-wage 
decline, so that the real wage falls only slowly. During the time 
it takes for it to fall, workers are involuntarily unemployed ; but 
the amount of involuntary unemployment is continuously de- 
creasing. Eventually, if the real wage falls to (w/p) x (of. Fig. 4) 
a full-employment condition may be re-established. 

9. Let us apply the concepts of § 8 to the analysis of Fig. 3. 
Clearly a full-employment level of income in this model must 
mean a level of income at which suppliers are able to supply 
exactly what they desire — in the sense of § 8. In other words, 

1 This is oleariy the argument of Keynes in his General Theory, pp. 11-18. 
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suppliers must be employed to the full extent they desire. From 
the analysis of Fig. 3 it immediately follows that rj is the full- 
employment level of income ; for at any other level there would 
exist a discrepancy between the amount sellers desire to supply, 
and the amount they actually do. Hence we choose as our norm 
of reference a model in which this level of income could be main- 
tained indefinitely; i.e., a model whose equilibrium level of 
national income (for both the demand and supply sectors) is tj. 
This norm of reference is drawn in Fig. 5. 



Fig. 5. 


Assume now that, in contrast with this norm, the actual desires 
of individuals are represented by the expenditure and supply 
curves in Fig. 3. This figure reveals an initial incompatibility of 
interests — with demanders desiring the income level Y 0 , and 
suppliers the level ij. Several possibilities now present themselves. 
First consider the case in which the prevailing level of national 
income is always F 0 . In other words, only the desires of de- 
manders influence the determination of the national income, 
while the desires of suppliers are completely ignored. We would 
then have as a measure of the extent of involuntary unemploy- 
ment (17) in the system 

U = v -Y 0 

That is, involuntary unemployment is measured by the difference 
between the level of national income in the norm of reference, ??, 
fend the level aotually prevailing, Y 0 (cf. § 8). 

No. 236 — VOL. lix. c o 
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What are the implications of assuming that the inoome level 
will remain at Y 0 ? It is with respect to this question that the 
remarks of § 7 are pertinent. It will be recalled that at the in- 
come r 0 suppliers will reduce their prices in an attempt to eliminate 
the discrepancy between the quantity they are selling and the 
quantity they desire to sell. Now, if these price reductions have 
no effect on spenders — that is, if the expenditure function does not 
shift upwards at all, despite all price reductions, no matter how 
far down they go or how long they are maintained — then the in- 
come level will remain indefinitely at F 0 . In the case of such 
insensitivity of spenders to general price declines we can say that 



suppliers are in a “ weak strategic position.” At the other ex- 
treme is the case where the slightest price decline instantaneously 
shifts the expenditure function to the position it has in Fig. 5, 
so that full employment is established. In this case we can 
say that suppliers are in a “ strong strategic position.” Midway 
between these extremes is the case illustrated in Fig. 6. Here 
it is assumed that by price reductions we can shift the ex- 
penditure function upwards ; but that (to repeat the phrase of 
the preceding paragraph) despite all price reductions, no matter 
how far down they go or how long they are maintained, it is im- 
possible to shift the expenditure function up to its position in Fig. 
5. That is, say, the expenditure function cannot be pushed above 
its position in Fig. 6. Under these circumstances the income 
level Y t will be maintained; correspondingly, the amount of 
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involuntary unemployment is measured by 77 — 7 e . In this case 
we can say that suppliers have an “ intermediate strategic 
position.” 

Thus, the strategic position of suppliers is essentially a measure 
of the sensitivity of spenders to changes in the absolute price level 
(i.e., to changes in their real cash balances) and interest rate. The 
strategic position is stronger the smaller the price (interest) decline 
required to shift the expenditure function a given amount within a 
given period. Similarly, it is stronger the shorter the time re- 
quired to shift the expenditure function to a given position by a 
given price (interest) decline. And, of course, it is stronger the 
greater the upward shift in the expenditure function corresponding 
to a given price (interest) decline maintained for a given period. 
Finally, there is the case where the initial price (interest) decline 
creates expectations of further price (interest) declines and causes 
the expenditure function to drop even further downwards. 1 In 
this case suppliers are clearly in an extremely weak strategic 
position : all their attempts to extricate themselves from the 
unemployment situation will perversely plunge them ever deeper 
into it. Corresponding to each of the above cases, the unemploy- 
ment will be defined as permanent, temporary or prolonged, 
according to the strategic position of the suppliers. 2 

There is one further (and, perhaps, even more fundamental) 
sense in which we can speak of suppliers as being in a weak 
strategic position. Assume that we start out with the incom- 
patibility of Fig. 3 , but that by a series of price declines we are 
finally able to reach the situation of Fig. 5 . We can conceive of 
two opposite ways in which this dynamic adjustment might take 
place. The first is the one that has been assumed up to now in 
this section. The income level starts out at Y 0 (cf. Fig. 3 ) ; as the 
price level falls, the desired-expenditure function rises, and for 
each period of time the actually prevailing income is determined 
by the intersection of this function with the 45 ° line, until finally 
the income level 77 is reached. At the other extreme we might 
consider the income starting out at 77 and remaining there all the 
time the expenditure function is moving upwards. In other words, 
under the first method the prevailing income is always at a level 
desired by demanders, throughout the adjustment process ; while 
under the second method it is always at the level desired by 
suppliers. 

In our economy it is easy to think of suppliers selling less than 
they desire; but it is difficult to conceive of demanders buying 
1 Cf. " Price Flexibility,” § 11. * Ibid., p. 564. 
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more than they desire. Hence, when we start off from a situation 
such as that of Fig. 3 , it is the first type of adjustment that takes 
place. Thus, throughout the period of adjustment, even if inoome 
finally succeeds in reaching 17, demanders are obtaining an income 
level they desire, while suppliers are not. This is another very 
real sense in which suppliers are in a weak strategic position re- 
lative to demanders. 

10. Until now we have dealt with involuntary unemployment ; 
but using exactly the same concepts of § 8 we can also define 
involuntary over-employment. Consider the case where the de- 
sired expenditure function is E = W(Y) as in Fig. 7 . This situa- 



Fig. 7. 


tion implies that despite price increases suppliers are unable to 
bring the expenditure function down to the point where it inter- 
sects the 45 ° line at 77. In brief, the level of national income de- 
sired by spenders (F 7 ) is greater than that desired by suppliers. 
If the level of national income is actually F 7 , then a measure of 
the extent to which suppliers are over-employed is the negative 
quantity 

u = 7, - r 7 

That is, involuntary over-employment is measured by the differ- 
ence between the level of national income in the norm of reference, 
and the level actually prevailing. Clearly, the same concept 
applies when suppliers do succeed in bringing the expenditure 
function down somewhat, so that an intermediate level of national 
income — between 77 and Y 7 — prevails. 
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A situation of over-employment may well have existed during 
the War. Here the Government provided almost an unlimited 
demand for goods, which was not diminished by higher prices. 
Then it resorted to patriotic appeals to persuade the supplier to 
produce more than they really desired. It might be argued that 
this patriotic appeal caused an upward shift in the supply function 
itself, so that suppliers were “ really not ” involuntarily over- 
employed. The danger in this type of argument is that eventually 
it will define away the whole concept of involuntary action. It 
leads to such nonsense statements as : a man held up at the point 
of a gun “ voluntarily ” gives up his wallet because he “ desires ” 
to save his life ! This example simply points up the necessity of 
stating a norm of reference (arbitrary as it may be) whenever we 
wish to speak of involuntary actions. In our economic norm 
suppliers are presumed to be acting like “ economic men,” com- 
pletely devoid of any nationalistic motivations. Hence, when 
they are influenced by patriotic appeals, they can properly be said 
to be acting involuntarily. 

Another way in which suppliers can meet a situation of over- 
employment is by rationing. That is, if price increases prove 
ineffectual in reducing the expenditure function sufficiently, 
suppliers may decide that nevertheless they will produce only the 
output they desire, and allocate it among consumers on some 
arbitrary rationing basis (first come first served, fixed percentage 
of purchases in previous years, etc.). In this case it is the spenders 
who are forced into involuntary actions : they must buy less than 
they actually desire. 

The elimination of peace-time involuntary over-employment 
seems to be a simpler task than the corresponding elimination of 
involuntary unemployment. (Once again the reader is reminded 
that we are abstracting here from all monopolistic forces in the 
economy.) This follows from the supposition that price rises are 
a much more effective means of shifting the expenditure function 
down, than price declines of shifting it up. There is no incon- 
sistency here ; as in many other places in economic theory, there 
is no reason to expect symmetry of reactions. Thus, under 
conditions of over-employment the strategic position of suppliers, 
in the first sense of § 9, is stronger than that under unemploy- 
ment. The suppliers* strategic position is also stronger in the 
second sense ; for the income level may remain at rj during the 
whole period of adjustment in which the expenditure function is 
being forced down. For example, suppliers may resort to rationing 
during this whole period. 
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IV. Keynes and the Classics 

11. From the perspective of the preceding analysis it is now 
possible to examine, and contrast, the assumptions of the Keyne- 
sian and classical positions. Consider first the conventional 
Keynesian analysis of §§ 2 — 3. Explicitly, the supply function is 
not introduced at all. Implicitly, it is assumed that under unem- 
ployment conditions suppliers are in a weak strategic position, in 
both of the senses of § 9. First of all, spenders respond little, if at 
all, to price-level and interest-rate reductions. 1 Secondly, the actu- 
ally prevailing level of income is always determined by the inter- 
section of the expenditure function and the 45° line. Hence, 
there is no need to introduce the supply function, since the pre- 
vailing level of income is determined by demand factors alone. 
This level of income is then compared with an arbitrarily selected 
level, designated as the full-employment income, and the difference 
used as a measure of unemployment. The advantage of the 
preceding argument is that it makes this element of arbitrariness 
unnecessary : the full employment level of income is defined by 
the same analytical apparatus which determines the actually 
prevailing level of income. 

In addition, we differ from the usual Keynesian analysis in 
saying that the income level need not remain at the original inter- 
section of the expenditure function with the 45° line. True, for 
each period of time the level of income is determined by the inter- 
section of the expenditure function with the 45° line. But this level 
increases over time as the expenditure function is pushed upwards. 

It is important to understand the dynamic theory implicit in 
this interpretation of the Keynesian theory. 2 Essentially we 
divide the economy into two markets : one for finished goods and 
services, and the other for productive services. From the pre- 
ceding paragraph it is clear that we assume that equilibrium is 
rapidly restored in the first market. In other words, if a disturb- 
ance should suddenly shift the expenditure function downwards, 
the level of income would quickly fall to the new intersection point 
with the 45° line. All this means is that undesired inventories are 
rapidly eliminated from the system (cf. § 3). Thus no stimulus 
for any further movement in prices comes from the finished-goods 
market. Nevertheless, the system continues with its dynamic 

1 Actually, Keynes never considered the effect of the price level on the ex- 
penditure function; but, as I have argued elsewhere (“Price Flexibility,** pp. 
563-4) it does not seem too difficult to extrapolate his position on this matter. 

* In the formulation of this paragraph I have benefited from disoussions with 
Kenneth J. Arrow of the Cowles Commission for Research in Economics. 



1949] UNEMPLOYMENT AND KEYNESIAN SUPPLY FUNCTION 377 

adjustment due to the fact that the market for productive services 
is not in equilibrium. By analogy, one might say that the in- 
voluntary unemployment in this market represents “ undesired 
inventories of productive services.” In any event, the presence of 
unemployed productive services drives the price level down as 
long as equilibrium is not re-established in this market too. 

12. In the classical position, involuntary unemployment could 
not arise in this way. For a basic assumption of that position was 
Say’s law ; and under this assumption full employment was always 
assured. 

S,E 


0 rj Y 

Fig. 8. 

The meaning of Say’s law is that regardless of the level of in- 
come, people desire to spend their entire incomes ; or, what is the 
same thing, people will not use their money incomes to add to 
their cash holdings. In the words of J. S. Mill, in his chapter on 
Say’s law : 1 

Could we suddenly double the productive powers of the 
country, we should double the supply of commodities in every 
market; but we should, by the same stroke, double the 
purchasing power. Everybody would bring a double demand 
as well as a supply : everybody would be able to [and, pre- 
sumably, would] buy twice as much, because everyone would 
have twice as much to offer in exchange. 

What does this mean as far as the shape of the aggregate expendi- 
ture function is concerned? Under Say’s law the expenditure 
function must always coincide with the 45° line, as in Fig. 8. This 
1 J. S. Mill, Principles of Political Economy , Book III, Ch. XIV, § 2. 
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coinciding is the graphical counterpart of the statement that at 
every level of income people want to spend their entire income. 
Analytically this means that the expenditure function has the 
form E = Y. Under this assumption it is clear that there exists 
only one equilibrium level of the national income, a level jointly 
desired by both spenders and suppliers. Therefore, in the classical 
system full employment is always established ; the income of the 
community is limited only by supply factors. Thus, Say’s law, 
far from precipitating the economy into a state of unstable equili- 
brium (as is sometimes assumed), instead removes a possible in- 
consistency from the system, and insures the rapid achievement 
of a unique, stable, full-employment equilibrium. 

13. Keynes, of course, violently disagreed with the assumption 
of Say’s law. This is the sum and substance of his liquidity- 
preference theory : Out of any given income, people may have a 
net desire to add to their cash balances. Hence, the expenditure 
function need not coincide with the 45° line ; and hence, the level 
of income established by the intersection of the 45° line and the 
expenditure function need not be the full-employment level. Thus 
Keynes denied the basic proposition of classical economics : 
namely, that the economic system would automatically generate 
full employment. 

It should, however, be emphasised that the classical position as 
revised by Pigou no longer needs Say's law . In this system auto- 
matic full employment is brought about by interest, wage and 
price flexibility regardless of the form of the expenditure function. 1 
Correspondingly, as I have argued elsewhere, 2 the Keynesian 
attack shifts its concentration from Say’s law to the dynamic in- 
stability of our economic system — its inability to restore full 
employment within a reasonable time after being subjected to a 
shock of one type or another. 

Actually it can be said that everyone simultaneously accepts 
and rejects Say’s law : rejects it, in the sense that no one believes 
the short-run-expenditure function must have the form it has in 
Fig. 8 ; accepts it, in the sense that everyone recognises that in 
the long run people want goods, and not money. 

V. The Argument Generalised 

14. There have been many occasions in this paper where the 
analysis has pressed hard against the confines of our oversimplified 
model. Essentially, the trouble is that the model explicitly pro- 

1 Of. “ Price Flexibility,” §§ 1-8. * Ibid,, § 14. 
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Tides for only one price level (finished goods), while implicit in the 
analysis is that of yet another (productive services). This is one 
reason why the aggregate supply function appears like such a 
monstrosity. Actually, it should depend on both of these prices ; 
however, our oversimplified assumption that these prices are pro- 
portionate (cf. § 5, above) forces us to write it as dependent on 
neither. Nevertheless, it was claimed in § 5 that the general 
analysis developed on the basis of this oversimplified model could 
be readily extended to more realistic ones. This and the following 
sections attempt to make good this claim. 

First, we shall briefly sketch the way in which the concepts of 
this article appear in a somewhat more extended model. Let Y 
= national income, r — rate of interest, p = absolute price level, 
E = aggregate demand for finished goods, N D = demand for labor, 
N s — supply of labor, M D — demand for cash balances and 
M s — supply of cash balances. It must be emphasised that these 
last five variables represent desired quantities demanded or 
supplied — in the sense used in § 2 and throughout this paper. 
Consider now the following system : — 

(1 )E = + (Y, r,p) 

(2) Y — <f> (N v ) 

(3) E = Y 

(4) N D =f(i»lp) 

(5) N a = g(w, p) 

(6) N D = N s 

(7) M° = L(Y, r,p) 

(8) M s — const. 

(9) M D = M s 

This model divides up the economy into three markets : finished 
goods, labor and money. 1 * * For each market there are two behavior 
equations and one equilibrium condition. Starting from the last 
triplet of equations, we have in (7) the desired-demand for cash 
balances (*.e., the liquidity preference equation) ; in (8), the 
desired-supply of cash balances (assumed for simplicity to be a con- 
stant) ; and, in (9), the condition that the money market is not in 
equilibrium unless desired supply and demand for money are equal. 
The next triplet furnishes corresponding information for the labor 
market. Here we have followed Keynes in assuming that the 

1 Implicit in the model is yet a fourth market : that for bonds. This can be 

ignored since, by ‘ 4 Walras’ law,** it is considered here as residual. Cf. D. Pat inkin, 

“ The Indeterminacy of Absolute Prices in Classical Economic Theory,” Econo - 

metrica, XVII (1949), §§ 6 and 14. 
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supply of labor depends on money, and not real, wages ; but this 
is not a necessary part of the argument which follows. The de- 
mand for labor is assumed to depend on real wages ; this is not 
essential to the argument either. 

In the first triplet, the first and third equations are quite 
familiar. The only difference between equation (1) and the ex- 
penditure function used throughout this paper is that (1) provides 
explicitly for the possible influence of the rate of interest. Equa- 
tion (3) is the equilibrium condition for the finished-goods market, 
as explained in § 3. Equation (2) is the only new-comer : this is 
the production function. 1 In this model the production function 
is completely interchangeable with the aggregate supply function. 
This follows from the relationship between equations (2) and (4). 
If suppliers of finished goods are faced with a given real wage rate, 
the amount of labor they will purchase is determined by (4). If 
we insert the resulting labor input in (2), we get the output of 
finished goods that suppliers will provide for this labor input, i.e., 
at the designated real wage. In other words, by substituting (4) 
into (2) we come out with the familiar aggregate supply function. 
It differs from the one used in this paper in that it depends on the 
real wage rate, now no longer (cf. § 5) assumed to be constant. 

The use of the production function in (2) instead of the equiva- 
lent aggregate supply function was deliberate. There is no doubt 
that the former function is a much more familiar and accepted tool 
of economic analysis. In fact, one can find in the literature 
several examples of models very similar to the one above.® Con- 
sequently, these models have implicit in them the aggregate supply 
function developed in this paper. My only objection to these 
other presentations is that they make no satisfactory interpretation 
of the supply function ; in particular, they fail to see the relation- 
ship between it and involuntary unemployment. This is the 
problem we shall now examine. 

Assume, for simplicity, that our model is consistent : 3 that is, 
it has a solution. Let the solution values for income and employ- 
ment be Y — 7] and N D = N s = a, respectively. Then, by defini- 
tion of the functions of our model, these are the full-employment 
values of the respective variables. Assume now that a sudden 
disturbance in the economy causes a downward shift in the ex- 

1 For simplicity we are assuming the amount of capital to be held oonstant. 
Hence the production function depends only on the rate of labor input, N D . 

* As a case in point of. Franco Modigliani, “ Liquidity Preference and the 
Theory of Interest and Money,” Economebrica, XII (1944), 47-8. 

* The implications of an inconsistent model are discussed below, $ 16. On 
this whole paragraph see in particular § 11, above. 
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penditure function. This sets up a whole chain of dynamic events. 
During this process there is no reason why any of the equilibrium 
conditions — (3), (6) and (9) — should be satisfied. We assume, 
however, that equilibrium in the finished goods and money markets 
is quickly re-established. The only pressure for continued move- 
ments of the variables comes from the failure to satisfy (6). (Cf. 
above, §11.) Correspondingly, as long as this equilibrium condition 
is unsatisfied, the level of employment is less than o. Hence, by 
definition, there is involuntary unemployment within the system. 
(Cf. above, § 8.) The level of this unemployment will continue 
to fluctuate as the system tries to correct the disequilibrium in the 
labor market. In some cases it is possible that the system will 
finally succeed in restoring a full-employment equilibrium. 

15. The preceding section extended the analysis by applying 
it to a model with more equations. Another method of extension 
is to go back to the maximising behavior from which the equations 
themselves are derived. In this way it is possible to make the 
concept of involuntary action even more vivid. 

Consider, for example, the demand function of an individual 
for a certain commodity. Assume that the norm is given bj' the 
condition that he must stay within his budget. Then inability to 
be on his demand curve (for example, the commodity may be 
rationed by the government) means, in mathematical terms, that 
besides being subject to the (normal) budget restraint when 
maximising utility, the individual is also subject to at least one 
additional restraint or side condition (viz., that arising from the 
rationing). This additional restraint is an indication of the extent 
to which he must act involuntarily. On the other hand, an in- 
dividual who maximises his utility subject only to the (normal) 
budget restraint (say, an individual exempt from the rationing 
regulations), is said to be acting freely and fully satisfying his 
desires. This interpretation can readily be generalised to any type 
of maximising activity. 

16. So far we have dealt with particular extensions. Let us 
now see how the basic concepts presented in this article can be 
extended to a perfectly general system. 

Consider a model with n equations. For the moment, assume 
that the model is a static one. Its n equations will be of various 
types : some will be behavior equations for various sectors of the 
economy, some equilibrium conditions and some definitions. 
Assume that the behavior equations represent behavior under 
the restrictions of the norm ; in other words, assume that they 
represent the desires of the respective sectors, in the sense used in 
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this paper. Mathematically, there are two possibilities : the 
static system may be consistent, or it may be inconsistent. To say 
that the system is mathematically inconsistent is equivalent to 
saying that the desires of people, as reflected by this system, are 
incompatible : they cannot all be satisfied simultaneously. Let 
us examine in detail the implications of this proposition. 

If the system is inconsistent, then there exists no point (».e., no 
set of prices, quantities, incomes, etc.) which will simultaneously 
satisfy all the equations of the system. In other words, no matter 
at what point the economy may be, some of its behavior equations 
cannot be satisfied; that means, no matter what happens some 
people must be off their (desired) behavior curves, and hence 
must be acting involuntarily. From this it follows that the 
system can never be in equilibrium ; for no matter at what point 
it is, it cannot remain there ; the members of the economy left 
dissatisfied at that point will try to achieve their desired behavior, 
and thereby move the system away from whatever point it happens 
to be at. 

An example of such an inconsistent static system is provided 
by Fig. 3 — under the assumption that nothing can be done to move 
any of the curves presented in it. As pointed out in the discussion 
of this figure (§ 6), no matter at what point the system happens to 
be — that is, no matter what the income and the price level (for by 
the preceding sentence we are assuming that the expenditure 
function is completely insensitive to the price level) — it is impos- 
sible for both demanders and suppliers simultaneously to fulfil their 
desires; at least one of them must be forced into involuntary 
action. Correspondingly, the system can never be at equilibrium. 1 

Now assume that the static system is consistent. Does that 
mean that everyone in the society will always fulfil his desires ? 
In order to answer this question we must turn to dynamic analysis. 
The general proposition that can be made is : The existence of a 
consistent equilibrium position for the static system is a necessary, 
but not a sufficient condition for the elimination of involuntary 
action within the economy.* In other words, the argument of the 
preceding paragraph has shown that the system cannot be free of 
involuntary action unless it is consistent ; but that does not mean 
that once it is consistent we can be sure of the ftiiminat.inn 0 f in- 
voluntary action. For example, assume that the system does 
have the consistent solution represented in Fig. 5. Assume further 

1 Another example of an inconsistent static system is provided by Fig 3 and 
§ 3 in “ Price Flexibility” 

* Cf. “ Price Flexibility,” p. 660, footnote 30. 
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that due to a certain disturbance in the system the expenditure 
function falls to its position in Fig. 3. This sets up price-level and 
interest-rate declines, and we now assume that these declines 
shift the expenditure function upwards. But in certain cases it 
may be that, due to dynamic expectation factors, no matter how 
far the price level and interest rate falls, it is impossible to shift the 
expenditure function back to its position in Fig. 6. 1 Under these 
assumptions we may continue to have involuntary action within 
the system for an indefinitely long period. 

But we need not go to such an extreme case — again, a mathe- 
matical, not necessarily a realistic, extreme. Assume now that by 
price-level and interest-rate declines the expenditure function is 
eventually brought back to its position in Fig. 5. But all this 
takes time ; and during this period of movement and adjustment 
some individuals must be off - their behaviour curves ; that is, they 
must be forced into involuntary action. 2 Here, too, we can define 
our concept of strategic position. The strategic position of any 
behavior group is defined in terms of how much it must give up 
its desires, for what period of time. The one that can stay 
“ closest ” to its desired behavior curve during the period of 
adjustment is the “ strongest.” 

From the framework just described, we can appreciate the 
major significance of the classical position. It is, in brief, that the 
behavior equations are so sensitive to price and interest changes 
that the market will automatically and quickly establish a position 
in which everyone’s desires are satisfied. That is, the market will 
make the desires of people consistent. Correspondingly, we can 
appreciate the nature of the Keynesian argument : its denial of 
the efficacy, and even existence, of these delicate balancing opera- 
tions ; and its insistence that the end result of leaving the market 
to its automatic functioning must inevitably be the frustration 
of desires somewhere in the system. 

Don Patinkin 

Hebrew University, 

Jerusalem. 

1 This particular argument is developed in much greater detail in “ Price 
Flexibility,” § 12. 

* Cf. above, § 9; “ Price Flexibility," § 14. 



EQUAL PAY FOR EQUAL WORK 

1. The Royal Commission on Equal Pay 1 was appointed 
between D Day and VE Day, and reported in October 1946 on 
a claim which was then blessed and shelved. 2 It would be a 
pity if this led us to overlook a report which not only deals 
exhaustively with one of the battle-cries of the day but also 
illuminates a problem which is of interest to all economists. 
The economist is accustomed to reckon on forces of supply and 
demand which he believes to be pervasive and persistent, but 
he recognises also the presence of pressures, prejudices and 
conventions which deflect or dam the market forces. The 
problem is to know how much any given outcome will depend 
on the one or the other. Marshall emphasised the cumulative 
effect of custom on social structure, but held that “ the direct 
effects of custom in causing a thing to be sold for a price some- 
times a little higher and sometimes a little lower than it would 
otherwise fetch, are not really of very great importance, because 
any such divergence does not, as a rule, tend to perpetuate and 
increase itself; but, on the contrary, if it becomes considerable, 
it tends itself to call into action forces that counteract it.” 3 

1 Royal Commission on Equal Pay, 1944-46. Report . (Cmd. 6937 of 1946.) 
Minutes of Evidence 1-16 and Appendices 1-XIX are separately published. 

* The Chancellor of the Exchequer stated in the House of Commons on 
June 11, 1947 i “As a broad affirmation of general principle, the Government 
accept, as regards their own employees, the justice of the claim that there should 
be no difference in payment for the same work in respect of sex. But such 
acceptance leaves unsettled many difficult questions of interpretation. It also 
leaves open the very important practical question of when effect should be given 
to this principle, and over what range of cases. The Government are definitely 
of the opinion that this principle cannot be applied at the present time. In 
making proposals to Parliament for incurring additional expenditure and for 
extending the social services, the Government must be the judge of priorities.” 
(438 H.C. Deb. 6 s., p. 1069.) History repeats itself. The Atkin Committee 
on Women in Industry was appointed in September 1918 and reported in April 
1919 (Cmd. 136 and 167 of 1919). On May 19, 1920, the House of Commons 
adopted without a division a resolution in favour of equal pay in all branches 
of the Civil Service and under all local authorities. On June 17, 1020, the Prime 
Minister told the House that the Government did not intend to take action on 
the resolution, pending the setting up of Whitley Councils. “ The House has 
really to decide between these varied recommendations, which add consider- 
able sums of money to public expenditure for the various improvements which 
we all desire, but which we cannot afford.” (129 H.C. Deb. 5 s., pp. 1539-80, and 
130 H.C. Deb. 6 s., pp. 1443-4.) 

8 Principles , VI, iv, 1. 
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“ Now, as ever, the main body of movement depends on the deep 
silent strong stream of the tendencies of normal distribution 
and exchange; which * are not seen/ but which control the 
course of those episodes which ‘ are seen/ For even in con- 
ciliation and arbitration, the central difficulty is to discover what 
is that normal level from which the decisions of the court must 
not depart far under penalty of destroying their own authority/’ 1 
On the other hand is the view expressed by Mrs. Wootton to 
the Commission that “ all wages . . . are to be explained more 
in terms of conventions than as the result of strictly economic 
factors.” 2 In this issue the relation between the wages of men 
and women provides a crux. It is also an instructive case of 
the economic relations between groups, which present such 
problems in ethnically diverse societies. 

2. The Report enables us to study these things with the help 
both of the nine economists 3 who, with Sir David Ross, wrote 
the arguments which make Appendix IX to the Minutes of 
Evidence a symposium in applied economics ; and of all the facts 
and arguments gathered and discussed by a Commission which 
included Professor D. H. Robertson. 

3. The Commission was instructed to examine the existing 
relations between the pay of men and women, and to consider 
the probable consequences, social, economic and financial, of 
making equal pay the rule. This required it to raise many issues 
which lie beyond the usual beat of the economist, but in dealing 
with the practical claim this paper will confine itself to the main 
economic issues which it raises, and these seem to be three. First, 
we have to make clear what “ equal pay for equal work ” can 
mean and does in practice mean. Given a definition, we can 
then raise the question of fact : what is the extent of unequal 
pay for equal work in Great Britain to-day ? This leads to the 
question of principle : so far as unequal pay exists, why does 
it arise? From our answer to this question our judgment on 
the economic consequences of making equal pay the rule will 
follow by implication. 

I 

4. There seems to be a forthright meaning for “ equal pay 
for equal work ” : “ the Trade Union Movement has always 

1 Principles , VT, viii, 10. 

* Appendix IX to Minutes of Evidence, 10, 2. 

• P. Sargent Florence, R. F. Harrod, Sir Hubert Henderson, J. R. Hicks, 
D. H. Macgregor, A. C. Pigou, Mrs. Joan Robinson, W, Hamilton Whyte, Mrs, 
Barbara Wootton. 
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taken the commonsense interpretation that it refers to ‘ the rate 
for the job.’,” 1 This has a definite meaning as long as we are 
looking at one and the same job : if there is a recognised rate 
to be paid when this place is filled by a man, that same rate shall 
be paid when it is filled by a woman. But it seldom happens 
that the jobs which any two persons hold are quite the same in 
all respects, and “ equal work ” implies work not only in the same 
job but also in “ similar and comparable jobs.” 2 

5. The first issue then is, what jobs are sufficiently “ similar 
and comparable ” for the claim to apply to them ? It is natural 
to suppose that only jobs of a similar description should be 
compared, yet in practice very different jobs are sometimes 
compared with one another, by reference either to labour grade 
or to job content. The labour grade may be defined by the 
level of ability and training which one must have to get the job ; 
or be only, as it were, the heading of a list of jobs reckoned to be 
roughly equal to one another in their requirements, so that 
“ Grade 2 labour,” for instance, is then the kind of labour that 
can take on a job in the Grade 2 list. In either case the rule is 
that two jobs, however different in description, can provide 
“ equal work ” if they will be assigned to labour of the same 
grade. This is one sense in which the claim for equal pay is 
made : “ for each occupation or particular grade of work there 
should be established a common minimum rate of pay ” 3 without 
differences in the rate based on any differences there may be 
between the jobs done by men and by women within that occupa- 
tion or grade. But the difficulty is that these differences may 
be big. This difficulty is tackled by the second way of comparing 
jobs, which is to assess the content of each job according to some 
scale, which may be explicit and detailed, as in systems of point 
rating, 4 or rough and ready, but such in either case as an arbiter 
must find himself using when he decides the fair rate for one 
job by reference to the accepted rate for a job of another kind. 8 

1 Question! and Answers by the Trades Union Congress on Equal Pay for 
Women (T.U.C. 1847), p. 6. 

* Ibid. 

* Memorandum of evidence submitted by the Trades Union Congress to the 
Royal Commission on Equal Pay, 1945, para. 151. (Appendix VI to Minutes 
of Evidence .) 

4 A scheme for “ point rating applied to industry generally ” will be found in 
C. A. Lidbury, A National Wages Policy . 

5 11 The margin allowed to shopmen and general butchers by the award as 
it now stands is 11/6 per week, which is not quite half that allowed to the fitter. 
Now, in my opinion, the general butcher is a tradesman equally useful, necessary, 
and indispensable in his sphere of industrial operations as a fitter in the iron 
industry. It is true that the butcher in cutting meat has not to work to the 
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The rule here is, that two jobs can provide “ equal work ” if on 
a job analysis they prove to contain the same aggregate of points 
awarded for skill and strength, responsibility, risk and dis- 
comfort, and the like. This second method will apply the claim 
less widely, in one way, than the first, because it will bring out 
the differences between jobs that men and women are doing 
within the same occupation or grade. But, in another way, 
it extends the claim much more widely, because it raises the 
possibility of fixing a fair rate for women in any job, even when 
that job is “ woman’s work ” alone, by comparison with men’s 
jobs of a different description; and so perhaps of adjusting 
women’s wages towards men’s generally. It may have been 
this that was in the minds of the Trades Union Congress when it 
submitted that “ it cannot be argued even when there is a clear 
grading of operations as men’s and women’s work respectively 
that the differences in the work always justify the existing 
differences in remuneration.” 1 

6. On these issues the Commission stated its doubt whether 
“ very diverse activities ” can ever be rated against one another. 
“ We take it that, in the context of our enquiry, equality signifies 
at least some degree of similarity between employments : but 
we are unable to discover any general principle in the light of 
which to decide what degree of similarity is required in order 
that the work done in two employments may be described either 
as being unequal or as being equal. For instance the teaching 
of infants and the teaching of grown boys are in some respects 
similar and in other respects dissimilar employments. ... In 
determining, therefore, the range of our discussion we have had 
to follow the guidance of common sense as best we can.” 2 

The upshot is, in terms of the argument above, that the 
Commission took the claim for equal pay to cover potentially 
any two jobs of the same grade within the same industry; but 
with some doubt how far jobs of different description, even 


same exactitude and precision as the fitter, but he has to understand the anatomy 
of oxen, hogs, and sheep, and be able to cut to the requirements of the retail 
trade with a certain amount of care and skill so as to avoid waste to the employer, 
and do justice to the employer’s customer. . . . Therefore, I do not think that 
up to the present the shopmen and general butchers’ claims and qualifications 
have been properly recognized. I do not think that they were properly recognized 
in the increased margin of 1/6 per week which I gave in the last award. I think 
they are entitled to an increase in the margin for skill, which I propose to fix 
at 2/6 per week.” (Award of the Deputy President of the Australian Common- 
wealth Arbitration Court, 1926. Commonwealth Arbitration Reports, Vol. 22, 
pp. 803-4.) 


1 Op. oit., para. 152. 

No. 236 — vol. in. 


a Report, para. 14. 


DD 




388 


THE ECONOMIC JOURNAL 


[SEPT. 


within one industry, can be assigned to oommon grades; and 
with no expectation that comparisons can be made across the 
frontiers between industries. 

7. So far we have been asking, How alike must two jobs be 
to provide “ equal work ” ? But two jobs can provide “ equal 
work,” without the workers in them having equal outputs per 
hour. Surely the “ equal work ” for which equal pay is claimed 
must be work not only of the same kind but of the same amount ? 
When “ the rate for the job ” is a time-rate, the claim implies 
that differences in output are inconsiderable, or at least not 
greater between man and woman than between man and man. 
Even when “ the rate for the job ” is a piece-rate, though earnings 
per hour will now vary with output, the slower worker is still 
worth less because he raises oncost per unit of output. Two 
workers, again, may get the same output, but only if one is given 
adjuncts that the other does not need. 1 

8. It may also be urged that the nexus between concern 
and worker is not restricted to the payment of so much money 
for a parcel of work defined by kind and amount, but is an 
association in which the worker's worth to the concern in any 
week depends in part on his worth to it in the long run. The 
Commission distinguished “ between the value of the services 
rendered in relation to a given ‘ unit * of work, whether the unit 
be a job or a time, and the overall value of the employee’s services 
over the whole period during which he or she remains in employ- 
ment.” 2 A worker will not always be needed to work at the 
same job* and of two workers who are of the same net value in 
a given job, the one who can more readily turn his hand to 
another one (be it only an occasional heavy lift) is likely to be 
worth more to the concern in the long run. If the law limits the 
overtime that one group of workers can do, or forbids their 
working a night shift, that also reduces their overall value. Two 
types of worker, again, may be of equal value at the bench, 
but give rise to unequal costs of administration : one may make 
less claim on personnel management, need fewer amenities, be 
absent less or keep time better, or be less temperamental and more 
adaptable. Where workers take some time to train, the worker 
who is likely to stay on for some time after training is more 

1 “ We thought it would need three women for the output of two men, but, 
by the help of our production engineers, new devices and labour aids in one way 
and another, I am glad to say that the output is almost equal one for one.*’ 
(Minister of Labour, on war-time experience, at Norwich, Feb. 4, 1945. Quoted 
in T.U.C. Memorandum of Evidence, para. 22.) 

• Report , para. 10, 
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worth having than the worker who is likely to leave soon. By 
the same token, firms usually look to lower grades to supply 
experienced workers for promotion, and this gives another reason 
for setting more value on the worker who is more likely to stay 
on. In general, a worker who expects to spend his life in the 
trade is more likely to be keen and willing to learn than one who 
hopes to leave it before long. 

9. In effect, then, there are four tests of what is the “ equal 
work ” for which an equal money payment is due. Two workers 
may be held to have done “ equal work ” when, working in similar 
jobs, they have 

(а) worked for equal times ; 

(б) turned out equal gross products ; 

(c) turned out equal net products, after allowance for 
adjunct-costs and oncost differentials; 

( d ) satisfied one of the above conditions and are fully 
interchangeable as parties to a long-period association 
between worker and concern. 

The Commission found that in practice the claim for equal pay 
comes down to “ the rate for the job,” and we can now see that 
this means accepting test (a) or test (6), according as the rate 
happens to be a time-rate or a piece-rate, and rejecting all 
diffeiences that are based on test (b) when it is test (a) that is 
used, and on tests (c) and ( d ) when either (a) or (b) is used. Such 
differences are rejected either because the base is held not to 
exist, or because, though some base does exist, it is held to 
constitute no just ground for differentiation. 1 

II 

10. In its factual survey the Commission kept a look-out 
for any “ overlap area ” — “ a range of jobs on which men and 
women appear to be working together interchangeably.” 2 
Interchangeability here, I think, does not go as far as test (d), 
but only requires that each sex can be and somewhere is put on 

1 This interpretation differs from that of the Atkin Committee, which held 
that the claim could only be for “ pay in proportion to efficient output.” Another 
interpretation, noted by Mrs. Webb in her Minority Report of the Atkin Committee 
(II, 9) is “ equal pay for equal efforts and sacrifices,” which she took to mean 
“ the National Minimum, and the Occupational or Standard Rate upon a time- 
work basis.” The same interpretation of the claim, but with a different applica- 
tion, is noticed by Edgeworth (“ Equal Pay to Men and Women for Equal 
Work,” Economic Journal, XXXII, December 1922). 

* Report , para. 10. 
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to any of the jobs in the range. The Commission found a good 
many overlap areas, but these often turned out to be smaller 
than appeared at first sight : in the Post Office, for instance, 
women telephonists do only the day work, men only the night ; 
in school teaching, “ the sex of the pupils may make no difference 
to the demands made on the teachers* time and ability but it 
does in practice impose a restriction on the extent to which men 
and women can be interchanged.” 1 The field divides into four 
sections. Since an overlap area is the more likely to appear, 
the more the work depends on brain not brawn, 2 it is the section 
of public service which provides the clearest if not the largest 
instances of overlap : especially the Civil Service, in which the 
Commission found “ the conditions relevant to the application 
of equal pay in a highly simplified form. Such conditions include 
exact gradation of jobs, perfect interchangeability of men and 
women employees within each common grade, and, again within 
each common grade, presumptively equal efficiency of the two 
sexes, at least during the period when each is actively at work.” 3 
In this section there also fall the overlap areas in teaching and 
nursing ; that in nursing is potentially much the biggest, though 
to establish an overlap outside mental hospitals there is only 
one man to each twenty-five women. In the second section, 
manual work in manufacturing , demarcation is the rule : “ there 
seems to be no doubt that over the larger part of the field of 
manufacturing industry the jobs being done by men and women 
were different and were recognised to be different, even though 
they might sometimes be called by the same name.” 4 * But one 
big overlap area is found in the weaving of cotton, with a smaller 
area in the weaving of woollens. In engineering, “ all we can 
say with certainty is that there is a definite overlap area ... at 
the size of which we cannot make even a guess.” 6 The only 
other areas worth separate mention are in clothing, french 
polishing and silk. The third section, that of manual work in 
distribution , is made up mostly of shop assistants, among whom 
there is “ a substantial potential field of identical work/’ but 
“ the extent to which overlap areas actually exist ... is likely 

1 Report, para. 84. 

* “Intelligence is the most obvious measurable characteristic. There are 
no significant differences between men and women on scores obtained with the 

Army Alpha, Otis self-administering, and similar tests. When special abilities 

required for some forms of intellectual exercise are examined, women are superior 
in verbal tests, and men in arithmetical : the differences, however, are not large.” 

(Memorandum by Dr. Aubrey Lewis, Appendix X to Minutes of Evidence, 5, 5.) 

1 Report , para. 75. 4 ibid., para. 142. 6 ibid., para. 178. 
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to vary much between one retail trade and another.” 1 In the 
last section, non-manual work in private industry and commerce , 
it is among the million “ other clerks ” of the Census that overlap 
areas appear, mainly in those big concerns which have standard 
grades and scales of salary for their office staff. The Commission 
attempted no estimate of the number of women in all the overlap 
areas together, that is, of the total on whom " equal pay ” would 
take its first effect, but to have at least an order of magnitude 
for the upper limit, I think we can say that in 1939 the number 
could not have been more than 300,000 in each of the four sections, 
and in the last three it may have been much less. This may be 
compared with the total of over 6*2 million women recorded as 
occupied by the Census of 1931. 

11. In some of the overlap areas, “ equal pay ” is the rule 
now. Equal time-rates are found where men and women of the 
fee-charging professions are engaged at salaries, but are rare 
among wage-earners, where it is piece-rates that provide the 
common rate that rules for men and women in weaving and 
beam warping 2 in cotton and (partially) in wool ; and, less 
extensively, in clothing and hosiery. But it is “ unequal pay ” 
that predominates. Unequal piece-rates appear in various 
forms : under a nominally uniform list, through the custom of 
keeping the better-paying jobs for the men; through the women 
having a separate price-list, or working at a fixed percentage 
below the standard price-list, as an offset to the higher incidental 
expenses said to go with women’s work; and, most important, 
in clothing and engineering, through piece-rates being set in 
accordance with unequal time-rates. Here the understanding 
is that a piece-rate shall be set so as in practice to yield the 
representative worker not less than an agreed rate of earning per 
hour. That hourly rate is lower for women : if their rate of 
output were lower in the same proportion, then the same piece- 
rate as the men’s would give them no more than their hourly 
rate; but, in fact, their rate of output often runs higher than 
this, and their piece-rates are correspondingly lower. 3 But most 
often “ unequal pay ” in the overlap areas comes through unequal 

1 Report, para. 232. 

1 Among the cotton beamers, twisters and drawers in, “ both men and women 
are paid the same rate, but the women pay the men a certain sum each week 
in order to lift for them.” (Evidenoe of Women’s Industrial Council and Fabian 
Women’s Group before the Atkin Committee, quoted in note to p. 280 of Minority 
Report ; Cmd. 136 of 1919.) 

* Report , para. 162; see paras. 174 and 176 for engineering, 213 for machine 
brushes, 189(6) and 227(d) for clothing. 
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time-rates. In manual work it is so in frenoh polishing and 
(partially) in wool-combing and clothing. In clerical and 
administrative work and in retailing it holds almost universally. 
To sum up, then, we may say that “ equal pay ” is rarer than 
unequal, and where it does appear, it takes the form mostly of 
a common piece-rate list, the great example being weaving. 
“ Unequal pay ” predominates, and for manual workers in 
industry it sometimes takes the form of unequal piece-rates, 
but most of the women concerned are “ black-coated ” workers 
or shop assistants, and these get a lower time-rate than the men 
beside them. 

12. The biggest gap between men’s and women’s rates in 
the overlap areas appeared before the war in engineering, where 
the minimum time-rate for a woman was little more than half 
that for a man, but by 1946 it had risen to over two-thirds. 
For the other overlap areas in manual work in industry, and for 
shop assistants, the women’s rates lie around two-thirds those 
of the men. In most clerical employments, they lie between 
70 and 80%, and 80% is a representative figure in government 
service and teaching, though there are many differences of detail. 
In general, the higher the pay, the smaller the gap. 

Ill 

13. One explanation of lower time-rates for women would be 
that their rates of output were lower. There is a good deal of 
evidence that this is so in work which calls for bodily exertion. 
A study of women on the land suggests that in most farm tasks 
their output is from 70 to 90% of men’s. 1 Samples taken by 
the Commission of women working at the same piece-rates as 
men showed their earnings as from 65 to 84% of the men’s in 
weaving woollens, and about 72% in making raincoats. The 
most extensive figures of this kind come from cotton weaving, 
where in 1937 the average earnings of women were 88% of the 
men’s. 2 (In these comparisons some allowance may be due for 
the practice of keeping the better-paying jobs for men.) The 
Atkin Committee found in 1919 that “ according to employers’ 
statements, at the present time there is, if anything, an advantage 
in employing women rather than men in cotton-weaving where 
they get the same piece-rates; in the rather heavier woollen 

1 “ Work Output Capacity of Women employed in Agriculture,” by J. H. 
Smith, in Welsh Studies in Agricultural Economics, University Colleg e] 
Aberystwyth. 

* E. M. Gray, The Weaver’s Wage. (Manchester University Press.) 
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weaving, where their piece-rates are 10% less than the men’s, 
it is a matter of indifference to the employers whether men or 
women are at the looms; while in engineering, they say that 
payment to the women of more than two-thirds of the men’s 
wages would lead them at once to prefer boys or men.” 1 To the 
extent that dexterity enters in, the women’s output draws up 
to or surpasses the men’s ; as it does also in light repetitive work 
of a monotonous kind. 

14. When we go on from the overlap areas in which each 
worker’s output can be measured to those in which his net con- 
tribution is a matter of judgment, we are bound to meet prejudice 
as well as experience in the assessments. We also cannot in 
practice separate the assessment of net output (as in our test 
(c)) from allowances made for differences in overall value (which 
enter into our test ( d )). But here the evidence leaves a clear 
impression that, whatever the net effect of other factors, those 
noted in para. 8 above as entering into overall value do operate 
on balance throughout the field of employment to reduce the 
value of women’s work relatively to that of men’s. Especially is a 
woman bound to suffer because , whatever the course of her own 
worldng life, she is of a typo of labour that has a high rate of turn- 
over. 2 Yet it is true that, even if this disadvantage is admitted, 
it may be insufficient to account for the actual differences in pay, 
part of which can still be put down to prejudice or convention. 

15. There is good reason, too, to believe that women’s labour 
is sometimes sold for less than it would fetch. Women are 
usually not so well organised for bargaining as men. Organisa- 
tion apart, they are not for the most part likely to hold out for 
so big a wage : they do not most of them have to keep in mind 
what is needed to support a family; the terms they take are, 
for most of them, terms for an interim only, not for their life’s 
work ; many come from homes in which the essentials are already 
provided, and their earnings are helpful rather than vital. 8 
Their supply price may therefore be too low, except in war, to 
give an upward jerk to the low valuation that male interests 
and tradition put upon their work. How much shall be paid, 

1 Para. 116, Cmd. 136 of 1919. 

* For a criticism of this view, see P. Sargant Florence, “ A Statistical Con- 
tribution to the Theory of Women’s Wages ” (Economic Journal XLI, March 
1931). 

• “Many mining districts in which men can earn large wages show a low 
wage level for women, while in such a district as Hebden Bridge, where, as the 
phrase goes, it pays a man better to have daughters than sons, the opposite 
condition prevails.” J. J. Mallon on “ Women’s Wages in the Wage Census of 
1906,” in B. L. Hutchins : Women in Modem Industry , pp. 231-2. 
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out of a given total, to one group of the workers is indeterminate 
when that group does not have a firm supply price, and the rate 
it is reasonable to set for women in one trade is likely to be 
calculable only by reference to general practice elsewhere; but 
if everyone does that, “ fair relativity ” is just circular. “ Civil 
Service pay is determined primarily in relation to the wage 
levels in broadly comparable occupations in outside employ- 
ment.” 1 In 1942 the railway companies “ stated that even 
where women were performing duties similar in character and 
value to those of men they were justified in paying them less, 
having regard to the fact that the ratio of the women’s maximum 
scale rates to those of the men is approximately 80 per cent, 
which is the ratio observed in comparable civil service grades.” 4 
“ My own ideas,” wrote Professor Macgregor, 3 “ are derived 
from service on a number of Trade Boards. I think that there 
still remain conventional attitudes towards rates of pay which 
are women’s rates; and that they derive from social attitudes. 

I agree with the author (Miss Sells) of the best known study of 
the Boards that they did not test this matter out, but assumed 
a difference in the rates.” There may be another circularity, 
in that what costs little may be thought worth little. “ If 
women’s rates are assumed lower than men’s by a significant 
margin,” Professor Macgregor added, “ the women are put on 
the processes which are ill-paid as a market fact.” 

16. Here, then, are two main trains of evidence and argument, 
one showing that women’s work tends to be at a discount to 
men’s in the market because it is worth less to the employer, 
the other that it tends to sell at less than it is worth. Both can 
be right : it may be the case both that some discount is appro- 
priate and that actual discounts are greater than that. But 
it may well be claimed that the very existence of overlap areas 
rules out the second possibility; the fact that firms do not fill 
these areas wholly with women shows that women do not actually 
offer a better bargain than men — in these areas, at least, rates 
must be proportional to productivities. The argument is strong, 
but not conclusive, for even within a true overlap area there 
may be resistances to the substitution of women for men beyond 
a certain line. That line may lie in the nature of the work : 

1 Second Memorandum of Evidence submitted by H. M. Treasury (Appendix 

II to Minutes of Evidence, para. 8). 

1 Memorandum of Evidence submitted by the T.U.C. (Appendix VI to 
Minutes of Evidence, para. 116). 

8 Memorandum submitted to the Royal Commission on Equal Pay (Appendix 
IX to Minutes of Evidence, 6, 6). 
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“ the introduction of women into the factory or workshop hereto- 
fore employing men only was felt to result in a differentiation 
of the work in such a way as to throw upon the men all the 
specially onerous, specially unhealthy, or specially disagreeable 
tasks. Where there is night work the men have to do it all.” 1 
Or an arbitrary line may be drawn by the men to safeguard 
their own jobs : u no female shall be allowed to use nails longer 
than If inches ” ; 2 an agreement of 1938 in the clothing trade 
specified trimming and fitting-up “ as jobs on which women 
were and would continue to be employed,” but “ expressly 
provided that neither would men so employed be replaced by 
women nor would the employment of women on these operations 
be extended on any scale.” 3 The employer, again, may feel 
the need for a “ balanced team,” or share the men’s feeling that 
it would be wrong to extend the employment of women beyond 
whatever proportion custom has sanctioned. There are thus 
some reasons to qualify the contention that the existence of 
overlap areas rules out the possibility of the women’s rate being 
less than proportional to their contribution. But unless the 
whole notion of an overlap area is illusory, a rate much below 
its due proportion surely must take effect, be it only spasmodically, 
to raise the ratio of women to men employed. 

17. It will also be pointed out, however, and with the 
authority of the Commission, that in the public service the 
difference in pay persists although men and women here are 
doing the same job and “ at least during the period when each 
is actively at work ” doing it equally well. 4 This case has some 
special features : entry is by examination, or by special training, 
so that the proportion of women taken on is not (save to some 
extent in teaching) decided by the employer; the system has 
no exact counterpart to the private employer’s incentive to take 
the best bargain in the labour market ; the proportion of women 
can vary widely, but there is an underlying requirement of “ a 
balanced team,” which calls for a certain minimum of each sex. 
In these conditions the pay of each sex is indeterminate above 
the limit set by the price just high enough to call forth the 
required minimum of that sex. Actually, for the taxpayer’s 
sake, the pay is kept down to what is judged to be the supply 

1 Mrs. Webb, Minority Report of Atkin Committee (Cmd. 135 of 1919, p. 266). 

* Agreement between the packing-case makers and the National Union of 
Packing Case Makers and the Amalgamated Society of Woodcutting Machinists, 
1942. (Memorandum of Evidence submitted by the T.U.C. Appendix VII 
to Minutes of Evidence , para. 91.) 

a Report, para. 177. 4 ibid., para. 75. 
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price : as a Departmental Committee of 1918 1 put it for teach- 
ing, “ the scale of salary offered must be good enough to attract 
a sufficient number of recruits sufficient for the -work to be done, 
to retain them while other careers are still open, and to secure 
service of the desired quality from those who adopt teaching 
as their life work.” Now, in fact, it is found that the women’s 
supply price is lower than that of the men : “ the existing rates 
for women civil servants are certainly adequate ... to attract 
women of the appropriate quality and in the numbers required, 
and to retain their services.” 2 Similarly, it has been found that 
the supply price of other professors is lower than that of professors 
of medicine; and a growing demand for scientists in industry 
may make it necessary to pay science teachers more than their 
colleagues : the supply-price principle in the public service 
does not lead solely to differences between men and women. 
Nor is there any implication that the supply prices of different 
members of a composite service are indexes of their contributions 
within the service, or the respect due to their qualities generally. 
Women, said Edgeworth, “ might, indeed, be more diligent and 
in most branches of education better teachers than men. A steel 
knife is a more useful implement for general purposes than a 
silver blade. But if silver is required to preserve the flavour of 
dessert, the epicure must pay for the metal which has the greater 
value in exchange.” 3 The claim for “ equal pay ” in the public 
service may be based on various principles, but hardly on the 
principle that each member shall be paid no less than any colleague 
whose supply price is higher. 

18. There remains one more argument concerning the con- 
nection between differences in efficiency and differences in 
pay. In a given grade of labour, it. is pointed out, there are 
differences of efficiency not only between men and women but 
also between men and men, and even though the average 
efficiency of the women is lower, there are likely to be a good 
many women who are more efficient than some men : so “ it 
may well be that differentiation of rates according to sex intro- 
duces scarcely less ‘ false standardisation ’ into the wage system 
than would be introduced by a single scale of rates for all workers.” 4 

1 Quoted in J Report, para. 86. 

* Second Memorandum of Evidence submitted by H.M. Treasury (Appendix 
II to Minutes of Evidence, para. 15). 

* F. Y. Edgeworth, “Equal Pay to Men and Women for Equal Work” 
(Economic Journal, XXXII, December 1922). 

4 Memorandum of Dissent, by Dame Anne Loughlin, Dr. Janet Vaughan 
and Miss L. F. Nettlefold, para. 10. (Report, p. 190.) 
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This argument is right in pointing out that if the workers of a 
given grade are to be divided into two groups, each group being 
paid its own standard rate throughout, then the grouping which 
will give the best aggregate fit of pay to efficiency will probably 
show both men and women in each group, and grouping by sex 
will give a worse fit. But this does not prove that, where grouping 
by sex is the practice, paying the women’s group the men’s rate 
or both groups an intermediate rate would not worsen the fit. 

19. On the main issues here the conclusions reached by the 
majority of the Commission seem to me to be right. “ We 
think there is a strong underlying tendency,” 1 they say, “ towards 
the overlap areas being established at points at which the relative 
efficiency of men and women, account being taken of all the 
factors which we have enumerated, is roughly proportionate 
to their relative weekly wage-rates as determined by the general 
forces of demand and supply.” “ This tendency is, however, 
in our view qualified and thwarted by certain forces ” (namely, 
conventional factors) “ ... so that in certain overlap areas 
the gap in time-rates, whether those rates are actually paid or 
are used as a basis for the calculation of piece-rates, is probably 
greater than the gap in efficiency.” That in industry, at least, 
some difference in overall value does underlie the difference in 
pay is after all borne out by the general agreement that if equal 
time-rates were enforced men would supplant women. “ There 
was complete unanimity on the part of the employers in every 
department of industry proper,” said the Atkin Committee, 2 
“ that it would drive women out, and the opinion of the general 
Unions was that it would have this effect on trades unsuited 
to women. The skilled men’s Unions were now, as, according 
to the evidence before the Fair Wages Committee, they had been 
in 1908, of opinion that the policy would involve exclusion and 
it was frankly admitted by some of them that this was what was 
desired.” That the difference between men’s and women’s 
rates is greater the less skilled the occupation also agrees with 
the belief that “ the general forces of demand and supply ” do 
take effect. There is so much evidence, however, for the presence 
of factors that would make women’s work sell for less than it is 
worth, that it seems no less likely that women’s rates are 
frequently depressed by a margin which is greater than the 
difference in efficiency justifies, and which the forces of demand 
and supply may limit but do not wipe out. The remedy for 
these too-low rates lies in collective bargaining and in the policy 
1 Report, para. 357. 1 Cmd. 135 of 1919, para. 213. 
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of Wages Councils, rather than in a slogan which would fix rates 
too high. 

20. The discussion here has been concerned only with the 
difference of men’s and women’s rates within those overlap areas 
in which “ equal pay ” would take its first effect, and has not 
raised the wider questions either of the social function (as distinct 
from the origin) of higher rates for men, or of the social attitudes 
which afiFect the market for women’s labour of all kinds, and so 
help to determine the position of the overlap areas. Among 
these attitudes one of the most important is the resistance of 
men to the extension of women’s employment; there is much 
evidence for this. 1 Chapter VIII of the Report, which examines 
the overlap areas in their setting of the market for women’s 
labour generally, deserves to become known as a classic con- 
tribution to the study of wages. 

E. H. Phelps Brown 

The London School of Economics. 

1 The Atkin Committee (Cmd. 135 of 1919) cite a written agreement in the 
boot trade for “ gradual cessation of the employment of female amongst male 
operatives in the clicking, press, lasting and finishing departments.” In print- 
ing, “ exclusion from the trade was ensured by the London Society of Compositors 
by allowing their admission upon the same conditions as journeymen to be paid 
strictly the same rate ” (para. 36). See also the passage quoted in para. 19 
above. A number of instances are cited in “ A Study of the Factors which have 
Operated in the Past and those which are Operating now to determine the dis- 
tribution of Women in Industry ” (Cmd. 3508 of 1930) : e.g. “It is estimated 
that in 1910 there were about 1,100 women compositors in Edinburgh alone, 
but now as a result of the Unions’ opposition there are said to be only about 
200 in the whole of Scotland ” (p. 26). In their memorandum to the Commission 
of 1945 the T.U.C, said : “ The trade unions have been compelled not only to 
uphold, but to promote, a clear demarcation between men’s and women’s work — 
where such demarcation was possible — in order to protect the men’s and thus 
indirectly the women’s rates of pay. Admittedly there is something like a vicious 
circle involved in this situation, since the limited opportunities for industrial 
employment that were available to women has tended to crowd them into certain 
occupations and to keep down the rates of wages paid in these occupations.” 
(Appendix VII to Minutes of Evidence , para. 17.) Mr. Fheazey, of Standard 
Telephone and Cables Ltd. and the Engineering and Allfed Employers’ National 
Federation, giving evidenoe before the Commission, said ; “I can assure you 
that it would be very easy for you to take the pre-war years when we had 
recognized women’s jobs and recognized men’s jobs, and for you to confirm 
that such men’s and women’s jobs, were regarded as such on the factory floor 
itself by the people who were actually involved. The people on the factory 
floor assess these things in their own way, and any effort that might have been 
made to dispose of a man and to put a woman on his job in order to save money 
. . . would be instantly taken up by the workpeople themselves through their 
trade unions. It was just not possible for such a thing to happen, and it did not 
happen.” (Minutes of Evidence, 12, Q. 2860.) Some agreements restricting 
the employment of women are named in a note to para. 360 of the Report, 
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Voluntary Action : A Report on Methods of Social Advance. By 

Lord Beveridge. (London : Allen & Unwin, 1948. Pp. 

420. 16a.) 

Voluntary Action is essentially a sequel to the Beveridge 
Report, designed as an attempt to work out the appropriate place 
for voluntary bodies of various types in a society which has 
developed an extensive network of public social-security services. 
Lord Beveridge’s thesis is that the extension of State activities in 
the social-service field still leaves a very wide field open to volun- 
tary action, partly independent, partly pioneering, and partly 
collaborative with the services carried on under public auspices. 
If these tasks are to be well performed, there is clearly need for a 
fundamental reconsideration of the structure and attitude of the 
organisations through which they are to be implemented. 

As Lord Beveridge points out, the entire environment of volun- 
tary action has been changed, not only by the growth of the social 
security services but even more by a fundamental alteration of 
the whole social environment. The social-service State is itself 
a product of a new social attitude which rests on much more 
democratic foundations than were possible for most of the volun- 
tary services which grew up during the eighteenth and nineteenth 
centuries. Essentially, the shift is from philanthropy directed 
from above in aid of the classes thought of as socially inferior to 
forms of democratic mutual aid and organisation of the community 
spirit. This change is typified in the growth of the National 
Council of Social Service as the main co-ordinating body, as well 
as in the transformation of the Charity Organisation Society into 
the Family Welfare Association. Of course, mutual-aid services 
are nothing new. They existed on a large scale throughout the 
nineteenth century, side by side with the philanthropic bodies 
through which the well-to-do set out to relieve the needs of the 
poor. 

Lord Beveridge devotes much attention to a study of one type 
of mutual-aid organisation — the Friendly Society — and therein 
performs a very useful service, for almost nothing has been written 
about the Friendly Societies since Mr. Frome Wilkinson’s two 
books which appeared more than half a century ago. Since then 
there has been a great change in Friendly Society activities, in- 
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eluding not only a clearer distinction between the centralised 
collecting Society and the “Order with Branches,” but also a 
widespread decline in the sociable and non-contractual aspects of 
Friendly Society work. The Friendly Societies, including the 
Orders, despite their large membership, have ceased to count as a 
social force to anything like the extent to which they used to 
count in the Victorian era, and this has happened, not only be- 
cause the State has so greatly extended its activities, but also 
because the strata of population to which the Friendly Society 
appeals as an agency of mutual help have come to be much more 
fully equipped with opportunities for social and political activity 
than they used to be in the heyday of the Oddfellows and the other 
great Friendly Orders. 

Lord Beveridge’s up-to-date analysis and classification of 
Friendly Society work is of high value. It is a pity that he has 
devoted very much less attention to other forms of mutual aid. 
He gives good reasons for dealing very briefly with the Consumers’ 
Co-operative Societies, and hardly at all with the Trade Unions, 
both of which have been adequately surveyed by others ; but he 
might well have given some space to some of the auxiliary bodies, 
such as the Women’s Co-operative Guilds, which have performed a 
highly important part in bringing working-class women forward 
into active citizenship. He might also have said more than he 
has found room to say about the more recent development of 
various types of community association besides the Citizens’ 
Advice Bureaux, with which he does adequately deal. As against 
this, he gives considerable space to charitable trusts and specialised 
philanthropic agencies ; and he has much that is amusing (based 
mainly on Hobhouse’s The Dead Hand) to say about the operations 
of the law affecting trusts that have become manifestly obsolete, 
or were from the beginning foolish or even anti-social. 

With all its merits, the book cannot be described as a good one. 
It contains much useful information and wise comment — and a 
great deal of supplementary information is promised in a second 
volume of documents and appendices that is still to come. But, 
with all its wealth of information and suggestions, it is badly put 
together and out of balance. It seems almost as if Lord Beveridge, 
having set a team of helpers to work and done a good deal of think- 
ing himself, had got tired of his task before he had achieved a 
satisfactory arrangement of his material. This applies especially 
to his interesting, but scrappy, chapter dealing with a number of 
pioneers in the field of voluntary social service. The work of 
these pioneers has been so much overlooked by social historians 
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that even what is given us here is very welcome, but his selection 
of names for inclusion is highly arbitrary (why, for example, is 
Margaret Llewelyn Davies left out?), and the data given are 
tantalisingly incomplete. 

G. D. H. Cole 


AU Souls’ College, 
Oxford. 


Statistics for Economists. By R. G. D. Allen. (London : 

Hutchinson’s University Library, 1949. Pp. vii -f- 216. 

Is. 6 d.) 

Professor Allen has largely succeeded in his objective of 
“ providing an introduction to statistical methods in their 
application to economic material,” and many readers of the 
Economic Journal will be very grateful to him in consequence — 
whether it be themselves or their pupils that they want to instruct. 

That sentence really sums up the merits of the book, and 
renders further elaboration almost unnecessary. Professor Allen 
takes the reader through the elementary statistical “ drill ” — 
graphs, averages, index-numbers, correlation, seasonal variations, 
sampling, etc. — in a way which should not unduly tax the powers 
of any serious reader, even if he has no previous knowledge of 
the subject, or of any mathematics which cannot fairly be called 
“ elementary.” There are plenty of worked examples to illustrate 
the methods, and all the necessary steps are shown. 

Having paid tribute to its great merits, I may perhaps be 
forgiven for devoting the rest of this review to suggestions for 
improvements, for possible incorporation in the later editions 
which are certain to be required. 

Much the least satisfactory chapter is the first, which is 
described as dealing with the collection, definition and tabulation 
of data. There is a lot of useful material in it, but its general 
plan seems essentially misconceived, and not very well executed 
at that ; and in the result some important points which ought to 
be made are virtually neglected. 

The chapter is on the face of it mainly designed to give the 
reader a few instructions on how to carry out a census or 
other statistical investigation himself. As the first sentence in 
Chapter II recognises, however, this is not what the ordinary 
reader wants to do, and it seems more reasonable to suppose 
that these very incomplete notes on the subject are intended 
to give him some idea of what lies behind the statistics he uses. 
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This is a praiseworthy objective, though hardly perhaps important 
enough to justify its place at the start of the book, but it calls 
for a quite different treatment. Above all, the reader should be 
told that many of our figures are the by-product of administrative 
processes (assessment of taxes, provision of social services, etc.) 
which are primarily concerned with seeing that each individual 
in the specified classes gets or pays the prescribed amounts, 
and not with yielding statistics which conform to logical definitions 
from the economist’s viewpoint, or which cover the whole of 
his field; a description of the collection of data which tacitly 
implies that the main object of the process is always to provide 
meaningful aggregates can only be misleading. 

A more serious deficiency arising out of Chapter I is the 
inadequate instruction given to the reader as to how he should 
draw up tables. Professor Allen makes a lot of good points 
which are applicable to all kinds of tables — about clear headings 
and the like — but his treatment is still focused on the question 
of publishing the results of an original enquiry. The reader’s 
problems are likely to be quite different : he is probably concerned 
with drawing up a “ text table ” to throw light on one particular 
aspect of a problem, and need not worry if it omits information 
which is interesting or useful for some other purpose — indeed 
it is his job to avoid obscuring the issue by including such details, 
whereas the publisher of original results frequently has to produce 
a “ reference table ” which will give the maximum information 
with the minimum of printing. 

It is perfectly true, as Professor Allen points out, that skill 
in the framing of tables is only acquired by experience. Never- 
theless, there are some general rules which are of great importance : 
“ Decide what the object of your table really is, and lay it out 
accordingly ” ; “ put things which are to be compared in adjacent 
rows or columns ” ; “in general, arrange the table to make it 
easy for the reader to draw the conclusions, not so as to make it 
easy for you to write the headings or fill in the figures.” These 
and other maxims all appear obvious, but they are only too 
often disregarded, and should have been firmly stated, with 
several examples of the “ wrong way — right way ” kind. 

This brings me to a rather more far-reaching suggestion. 
The book as it stands may be regarded as a series of accounts of 
how to do the exercises which make up the basic statistical 
“ drill.” There is little attempt to show the novice how he 
applies his drill in real life, or how he can “ interpret ” statistics. 
This really is an art which can be learnt only by experience,. 
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but it would have been helpful to have a brief chapter on the 
subject, illustrated by plenty of examples of right and wrong 
interpretations; the illustrations could mostly be provided by 
enlarging the brief paragraph on “ conclusions ” which accom- 
panies many of the appendix tables. Apart from this, however, 
there are a number of places where Professor Allen seems to 
have shrunk unnecessarily from applying the rules of his drill- 
book : thus on page 61 we are told that a graph on a ratio scale 
is appropriate if we wish to show proportional changes in the 
variable and not absolute ones, but are not given a single example 
of the cases where proportional changes arc the relevant ones, 
nor any general guidance in deciding a point which is usually 
far from obvious. 

Finally, two of the inevitable minor criticisms. On page 91 
a movement from 86 to 142 in an index is said to be a rise of 
56%. The argument on pp. 106-8 would be more convincing 
if the illustrative figures gave exactly the same answer when 
we are considering two ways of calculating the same thing, and 
different answers when the concepts are different ; doubtless 
the reader ought to accept the explanation that rounding-oflF 
and chance are responsible for the results coming out the other 
way round, but it seems unnecessary to tax his faith. 

May I end as I began ? This is a book which will be extremely 
valuable to both teachers and students of statistics. That con- 
clusion is so clear that it seemed right to devote the bulk of this 
review to suggesting ways in which Professor Allen could put us 
yet further in his debt. The ratio of criticism to praise must on 
no account be assessed by the number of words falling in each 
category. 

W. B. Reddaway 

Clare College > 

Cambridge. 

The Industrial Revolution 1760-1830 . By T. S. Ashton. 
(London : Oxford University Press, 1948. Pp. vi + 167. 
5s.) 

In this slim volume Professor Ashton presents an exceptional 
addition to the Home University series. It can be placed at 
once on the short list of books given to the intending student in 
this field. Its qualifications for that honour are clear enough. 
The style is so fluent that, once having started, it is hard not to 
finish it in an evening. Yet it is in no sense superficial. Long 
No. 235— VOL. LDC. E E 
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and careful scholarship are obvious in every chapter and re- 
reading only intensifies the respect we must feel for an author 
who can undertake a formidable task of compression with such 
clarity, arguing a consistent thesis the whole time, and presenting 
the major controversies nakedly for the general reader. 

The main theme is simple enough. In his six short chapters 
Professor Ashton set out to describe the way in which the rapid 
growth of population, “ the outstanding feature of the social 
history of the period,” was accompanied by those changes in 
industrial technique and organisation which enabled the enlarged 
generations to be fed, clothed and employed at a far higher 
standard of living than ever before. It is emphasised, both in 
introduction and in conclusion, just how lucky we in England 
are that this coincidence occurred. Nineteenth-century Ireland 
or India and China to-day are reminders of the conditions of 
those not so fortunate. 

With this general thesis everyone would agree, but the author 
goes much further. He is out to defend the industrialisation 
process in England on every count. Not only did real wages 
rise in the long run but the impact effect, too, was beneficial. 
Over the period 1760-1830, he argues, the average standard of 
living was raised substantially. In fact, in the famous Hammond- 
Clapham controversy, Professor Ashton stands wholly and 
unreservedly on the side of the angels. 

In this fight he handles his weapons with skill and conviction, 
on one occasion, however, changing his rapier for a club. Mr. 
Colin Clark, who once committed himself to the view that by 
the early years of the nineteenth century the life of the British 
worker had been forced down to Asiatic levels, “ can hardly 
have looked at the statistics which more than a generation of 
research has produced.” To be sure the Haminondites will 
return to the attack, but seldom has the opposing viewpoint been 
better argued. 

If it is old fashioned to defend the industrialisation process 
to this extent, Professor Ashton is even more “ classical,” 
economically speaking, in his explanation of why it occurred. 
“If we seek — it would be wrong to do so — for a single reason 
why the pace of economic development quickened about the 
middle of the eighteenth century, it is to the lowering of the rate 
of interest that we must look.” Now this position is a very 
difficult one to hold. Interest can hardly be said to have been 
the dynamic of investment in industry. The amount of capital 
needed to start the early textile factories was very small compared 
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to the amounts which had for centuries regularly been invested 
in land, and, as this book itself emphasises (pp. 95-7 and 147), 
plants, once started, grew largely by ploughing back profits at 
a great rate, almost regardless of outside influences, and certainly 
not in accordance with the rate of interest. On building invest 
ment, Professor Ashton is, in theory, on somewhat firmer 
ground ; but hardly firm enough to support the edifice he erects. 
Perhaps some explanation for his outlook lies in his belief that 
(p. 160), “ at least two-thirds of the rent of a dwelling consists of 
interest charges. ” (At 5% and with a twenty-year amortisation 
period it would be about half this.) At every stage in his analysis, 
whether discussing long-period movements or fluctuations over 
a trade cycle, the rate of interest is given the leading role. Not 
even Mr. Hawtrey could be more faithful. It is probably in 
this respect that his thesis will raise the biggest doubts in the 
minds of Professor Ashton’s colleagues. 

In one respect at least, economists cannot complain that this 
book is not courageous. Inventions are dropped into boxes 
marked “ labour saving ” or “ capital saving ” with a facility 
which many will envy. Occasionally, however, the economics 
seems a little simple. What would Lord Keynes have thought 
of the view that (pp. 107-8), “ in 1776 about two-thirds of the 
British National Debt was in the hands of the Dutch. This 
meant that an equivalent amount of native resources was freed 
for investment elsewhere ” ? 

But whatever reservations one may wish to make about this 
book, it is clear that it is an important work. Professor Ashton 
at his best in fact. Introductory though it is, there is nothing 
milk and water about it. His differences are not whittled away 
in saving clauses or hidden discretely in footnotes. Every 
teacher will be grateful to him for this addition to the standard 
works in the field. 

Kenneth Berkill 

Cambridge. 


Economic History of Europe . By Herbert Heaton. Revised 
Edition. (New York: Harper & Brothers, 1948. Pp. 
xiv + 792. 21s.) 

The first edition of Professor Heaton’s work appeared in 
1936. It was intended primarily as a book for students wdio had 
little previous knowledge of the subject, but its value was greater 
than that, for it presented, in lively, readable, but scholarly 
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form, a synthesis of the researches, old and new, into European 
economic problems from ancient times to the twentieth century. 
Since 1936, as Professor Heaton remarks, historians have been 
“ amplifying our knowledge and revising our interpretations at 
an appallingly rapid rate.” This new edition (“ in large measure 
a new book, completely rewritten ”) incorporates the results of 
much of this recent work and carries the story down to a point 
nearer the present. In a world of monographs and specialised 
study, a project of this kind is sure of a cordial welcome, especially 
when it is executed with the thoroughness and scholarship which 
mark Professor Heaton’s account. 

The new volume is rather longer than its predecessor. It 
gives slightly less space to the Middle Ages, rather more to the 
modem period. Most chapters have a separate bibliography, 
and a glance through them reveals the amount of new material 
which has been incorporated. The medieval sections have 
been adjusted and improved with the aid of the recent researches 
of scholars such as Homans, Postan, R. A. L. Smith and the late 
Mis s Eileen Power. The work of Harper, Pares, Hamilton, 
Hilgerdt, Guillebaud, Hansen, Messrs. Jones and Pool — to mention 
only a few — has changed the character of the modem chapters. 
Yet Professor Heaton is nowhere content with a mere resume 
of other people’s opinions. These scattered contributions have 
been carefully welded into a new synthesis and there is plenty 
of shrewd comment and critical observation. 

That an account of this length and scope raises important 
points of controversy goes without saying. There is not room 
in a short notice to remark on more than the biggest issues. In 
one controversy of major importance — the nature of mercantilism 
— Professor Heaton himself has taken a lively part. Little has 
been added to the volume of printed material since the controversy 
was at its height about 1937. Yet the controversy continues. 
The nature and effects of State intervention in economic affairs 
must be a matter of fundamental importance to the economic 
historian. Since 1946, practical experience, rather than academic 
research, haB thrown new light on a number of related problems, 
on the balance of payments, on hard currency areas, on the 
problems of enforced bilateral trading, on the relations between 
strategic and commercial policy. Professor Heaton’s verdicts 
are judicious and well-balanced. But the modern European 
student may well be left wondering whether we have yet got 
to the forts et origo of the matter, whether we are not in many 
ways nearer the seventeenth century than the nineteenth, 
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whether this is not another of the larger problems of economic 
history which need to be revalued in the light of contemporary 
experience. The method has its dangers, but where Lord 
Keynes led, others might follow. 

Charles Wilson 

Jeaus College, 

Cambridge. 


The Early English Trade Unions. Documents from the Home Office 

Papers in the Public Record Office. Edited by A. Aspinall. 

(London : Batchworth Press, 1949. Pp. xxxi + 410. 30s.) 

Few men are more familiar with the public records of the 
early nineteenth century than Professor Aspinall ; and economic 
historians and students of trade unionism will be grateful that, 
though not one of them, he has remembered them so handsomely 
in his researches. The 400 odd documents from the Home 
Office Papers, 1790-1825, which he has now made widely available, 
are not, indeed, in general unfamiliar; but they are none the 
less welcome for that. Here we find the accounts of the shear- 
men’s disputes in 1803-4, the Lancashire cotton struggles of 
1808 and 1818, the Glasgow weavers’ of 1812-13; of the East 
Midland framework knitters; of the endemic trade unionism 
among Tyneside sea- and river-men ; and intermittent information 
about a variety of occupations and unions — for example, shoe- 
makers and calico-printers. Here we find the familiar story of 
anti-Jacobin hysteria in high places and — until Peel’s advent 
to the Home Office — of the conversion of the law into a crude 
“ instrument of oppression, and of mean, selfish narrow-minded 
mercantile cupidity ” ; but also valuable fragments of the un- 
familiar story of early trade union techniques of striking and 
bargaining. The history of Luddism (which Professor Aspinall 
unfortunately omits, as he does most of the political aspects of 
trade unions) may well deserve reconsideration in the light of 
these. Altogether, it is a rich haul. 

If criticisms suggest themselves, it is precisely because a 
collection which will clearly (and justifiably) enjoy a wide 
circulation, might have been made even more useful. Two 
improvements spring to mind. The first concerns the manner 
of editing these documents. Reasons of space have no doubt 
prevented the publication of all relevant items from the Home 
Office Papers. Thus the account of the 1808 weavers’ strikes 
in H.O. 42/95 (Aspinall; Nos. 87-101) contains important 
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details not available here — for example, the weavers’ demands 
for piece-rates and a regular price list. The footnotes of the 
Hammonds, those great pioneers of the Home Office Papers, 
refer us to other documents not to be found here. A summary 
list of such items, with or without indication of contents, would 
have vastly increased the value of this book as a guide to future 
students of the material. Again, it is very regrettable that 
Professor Aspinall has nowhere discussed his principles of selection 
and cutting; for many of the documents are given in extract 
only. Occasionally also one’s confidence is slightly shaken. 
Thus the footnote on p. 95 does not explain that the wages 
reported there are not for weavers in general, but for weavers 
of cotton cambric only ; and that they are based on very scanty 
data. 

Equally regrettable is the absence of any real discussion of 
the limitations of the material. While the policy of the central 
government does, indeed, emerge from these papers, it is only 
with many qualifications that one can accept Professor Aspinall’s 
claim that “ nowhere else can . . . the administration of the 
laws against combinations, and the activities of these illegal 
societies be studied in detail.” Central government was primarily 
concerned with public order and the threat of revolution, and 
with the general prosperity of British trade. Except in cases 
of grave unrest, it rarely took the initiative in seeking information 
from its local agepts. These in turn would appeal to London 
only intermittently, when the local situation threatened to get 
out of control. Thus it is evident (p. 14) that the riots of the 
Tyne seamen were, for long periods, an annual part of the collectiver 
bargain; yet the Home Office was only involved in them at 
irregular intervals. Again, we know that certain skilled or 
strong groups of workers enjoyed virtually complete local 
recognition. What we want to know about shipwrights or 
shoemakers is not the fact that they appear occasionally in the 
Home Office Papers, but why the local gentlemen’s agreements 
broke down when they did; and this our documents do not 
always tell us. Moreover, just as most of the administration 
of the combination laws (whose efficacy Professor Aspinall 
probably underrates) took place below the Home Office level, 
so did most of the normal functioning of trade unions. It is 
unreasonable to expect documents provided mainly by magistrates, 
masters and spies, and concerned with strike-breaking and 
analogous tasks, to give more than incidental information about 
other matters. 
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The Home Office picture of British trade unions is therefore 
in the nature of things distorted and incomplete ; and the proper 
use of these documents is not as simple as it looks. One could 
have wished Professor Aspinall’s introduction to give readers 
some guidance about the slipperiness of the terrain ; or perhaps 
some reference to the not negligible literature on the subject. 
None the less, whatever one’s regrets, they are overborne by 
gratitude to editor and publisher, who have added a necessary 
book to the shelves of every serious student of the period and 
the subject. 

E. J. Hobsbawm 

Birkbeck College , 

London . 


The Early Factory Legislation. By Maurice W. Thomas. 

(Leigh-on-Sea : The Thames Bank Publishing Company, 

1948. Pp. xiii -f 470. 35<s.) 

The hesitant steps taken by the State in the early years of the 
nineteenth century to protect child labour from exploitation are 
in marked contrast with the bold and swiftly moving interven- 
tions throughout the whole field of labour to-day. How hesitant 
those steps were is admirably illustrated in this volume, which 
covers the half-century from the passing of the Health and Morals 
of Apprentices Act, 1802, to the Employment of Children in 
Factories Act, 1853. Extensive use is made of factory inspectors’ 
reports and of Home Office minute books which record discussions 
at inspectors’ conferences, and extracts from original documents 
are given in an appendix which is followed by a detailed biblio- 
graphy. A foreword is written by Mr. G. P. Barnett, H.M. 
Chief Inspector of Factories. 

The main stages of development are reviewed, including the 
Act of 1802 which introduced the principle of State intervention in 
the field of labour, the 1 833 Act to Regulate the Labour of Children 
and Young Persons, which, under the influence of the Benthamites, 
applied a system of control, and the Labour in Factories Act of 
1844 which used the experience and failures of previous decades to 
provide the pattern for a durable administrative system, re- 
stricted further the hours of labour of children and young persons, 
removed some of the difficulties of enforcement, and applied the 
“ half-time ” system of school attendance. Finally, in this early 
period, the Acts of 1850 and 1853, which, like the earlier legislation 
except the 1802 Act, were limited to textile factories, marked the 
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end of an epoch and firmly established the principle that the 
State has the right and indeed the duty to impose controls in 
order “ to protect those who are unable, in the highly individual- 
istic and competitive industrial system, to protect themselves. 
When once this basic principle had won general acceptance progress 
became possible on a wide front, and reform could proceed with 
increasing momentum ” (page 327). Also a system of inspection 
and administration, slowly and painfully devised, provided a 
basis for future development. 

Details are given of the bitter controversies which raged be- 
tween interventionists and non-interventionists in this period 
when “ a new conception of the functions of the State was strugg- 
ling for recognition ” (page 42). The earliest Acts to regulate the 
hours of child labour and to fix a minimum age of employment 
were largely ineffective because of hostility by employers, many 
of whom used every loophole for evasion, and of apathy or 
opposition by parents and workers, who often gave false informa- 
tion about the ages of the children and in other ways tried to de- 
feat the law (page 125). The unpopularity of the legislation made 
the task of inspection and enforcement difficult, and frequently 
the magistrates were unduly lenient and encouraged violations of 
the law. The trade-union movement was then too weak to give 
much aid to enforcement. 

Many mistakes were made in these tentative experiments in 
social legislation. The Acts included provisions which were so 
vague that they led to controversies about interpretation, and 
which were often based on inadequate knowledge of factory 
conditions. The first inspectors, whose numbers were quite in- 
adequate for their task, were empowered to make regulations 
without submission to Parliament and to exercise judicial powers, 
which were beyond their true function (page 96) ; these mistakes, 
however, were made largely because there was no experience or 
tradition to serve as a guide, and such powers were greatly cur- 
tailed by the Act of 1844. The author pays high tribute to the 
ability and keenness of the first inspectors, who contributed much 
to the evolution of a sound system of inspection, and to the 
development of factory legislation. He also shows the gradual 
recognition of the need for a central inspection department to 
ensure co-ordination which was lacking when each inspector was 
independent in his own area. 

An interesting account is given of the problems raised by the 
attempts to link regulation of hours of labour of children with 
their education. The great majority of factory and private 
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dames’ schools provided only a discreditable mockery of education, 
and it became increasingly recognised that a State-aided system of 
education would be required (page 217). 

The author indicates that by the middle of the century there 
was evidence that the earlier legislation had not brought ruin to 
the factories as had been predicted. Some manufacturers had 
reduced hours on their own initiative with beneficial results to 
production and to the health of the workers, thus disproving the 
naive statement made earlier by Nassau Senior that the entire 
profit of a factory was gained in the last hours of work, and that 
if the mills were restricted to ten hours a day they would be run at 
a loss. The strong support of the workers for a shorter working 
week is also indicated, and the hours of work of men in the textile 
factories came in practice to be similar to the sixty-hour week laid 
down for women, young persons and children in the Act of 1853, 
with work ceasing on Saturday at 2 p.m., thus providing what 
Continental European workers later called the English week-end 
when making their own demands for more leisure. 

The volume is a useful documentary supplement to the social 
and industrial histories of the first half of the nineteenth century. 

J. Henry Richardson 

The University , 

Leeds . 


Les Relations entre Patrons et Ouvriers dans V Angleterre 
d'Aujourd'hui. By Pierre Waline, with a Preface by 
Andr^ Siegfried. (Paris : Librarie Marcel Riviere, 1948. 
Pp. 304.) 

To see ourselves as others see us is a salutory experience, 
especially when the observer is so well informed and friendly as 
Monsieur Waline. In this well -documented comprehensive study 
the author begins by surveying the political controversies which 
raged over the Trade Disputes and Trade Unions Act of 1927, and 
this is followed by accounts of the present development of the 
trade unions and employers’ organisations, the political activities 
of the trade-union movement, the system of collective bargaining, 
and consultation between management and workpeople within the 
factories. 

M. Waline and M. Siegfried agree that industrial relations in 
Great Britain are the best in the world ; there is a strong sense 
of solidarity between employers and workpeople in the processes 
of production, and rifts between them have been firmly bridged at 
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many points. This practical adjustment has resulted in prefer- 
ence by the State as well as by employers and workpeople for the 
flexibility of voluntary agreements rather than the greater uni- 
formity of State regulation. The policy of British trade unions in 
favouring a working arrangement with capitalism by compromise 
and consultation is contrasted with the sharper cleavages and 
doctrinaire programmes in some European countries. 

Pertinent questions are raised on the consequences of the 
political association between the trade unions and the Labour 
Party. Can a Member of Parliament serve two masters — his 
electors and his trade union ? Can the trade unions in nationalised 
industries dictate the policy of the State as employer ? Can the 
Government remain strong enough to take final decisions in the 
interests of the whole nation ? Is the Labour Party or the T.U.C., 
the Government or the unions master in Britain ? When Labour 
Ministers speak at Labour Party Conferences they are in effect 
rendering account to their great electors, the powerful trade- 
union chiefs, in whom many of them see their comrades and 
colleagues of yesterday and perhaps of tomorrow (page 279). Yet, 
notwithstanding heavy demands and unpalatable policies, such as 
those for increased production and restraint on claims for higher 
wages, the Government has so far succeeded in retaining the support 
of the trade unions for a programme based on national needs, 
though the response of the trade unions has fallen short of the 
Government’s hopes. In tho battle for economic recovery, how- 
ever, it seems rather strange that the generals urge the soldiers to 
fight harder, but do not give them clear battle orders. Many of 
the Ministers content themselves with putting before the unions 
a sombre picture of the economic state of the country without 
giving them a definite plan (page 285). 

M. Waline considers that, up to the present time, the T.U.C. 
cannot be accused of having abused its power, but he believes that 
questions may arise on which the Government would find it difficult 
to oppose the demands of the trade unions, and he holds the 
opinion that the political role of the unions may lead to serious 
constitutional issues (page 294). From the point of view of 
political theory he thinks it would be desirable for the link between 
the Labour Party and the unions to be broken, though he does 
not see how this could be done. He is satisfied that in social 
policy the Government has succeeded better than others would 
have been able to do, and he points to the small losses from strikes 
during the years of post-war reconstruction, this, however, being 
partly because the trade-union leaders cannot allow the Govern- 
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ment, which is so much their own creature, to be handicapped by 
industrial unrest. 

A useful analysis is given of the membership of the Labour 
Party, showing the overwhelming strength of the trade unionists, 
though less than one-third of the Labour members of the present 
House of Commons were sponsored by the unions. The Labour 
Party, it is noted, differs from Continental socialist parties, the 
latter being composed of individual members, whereas the former 
consists mainly of trade-union organisations. Also, on the Conti- 
nent the influence of socialist parties on the trade-union movement 
is usually greater than that of the trade unions on the parties, but 
in Great Britain the opposite is true. 

The “ closed-shop ” controversy and the tendency towards 
compulsory trade unionism are critically discussed. The unity 
of British trade unionism combined with liberty has been an 
outstanding achievement, and the union leaders are sincere when 
they oppose totalitarianism. Nevertheless, M. Waline finds it 
disturbing when in the House of Commons and in other public 
statements the spokesmen of the workers seem to favour a perma- 
nent monopoly of the present trade unions in representing the 
workers’ interests. The closed shop in its strictest sense gives to 
a union a monopoly of employment in its own field. The policy 
of excluding minority unions from recognition for purposes of 
collective bargaining condemns such unions to a slow death, and 
the T.U.C. refuses to recognise break-away unions. Such policies 
may be necessary for preserving industrial peace, but they never- 
theless involve the abandonment of certain democratic principles, 
such as the rights of minorities, and represent a step along the 
totalitarian roadway. The author’s hope is that British methods 
of industrial relations, which claim his admiration, will not be 
undermined by loss of liberty through the injection of totalitarian 
poisons. 

Collective agreements have become a national institution in 
Britain, by contrast with their more erratic course in France, and 
they provide an intricate fabric patiently woven jointly by em- 
ployers’ organisations and trade unions. Many subjects wdiich in 
France would be dealt with by law are regulated in Britain by 
agreements, each industry framing an industrial code most suited 
to its own conditions, and easily revised when necessary. An 
account is given of the part played in national economic affairs by 
the great central bodies of employers and workers, which are 
systematically consulted by the Government, and in this connection 
the need of the T.U.C. for increased research facilities is emphasised. 
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Reasons are given for the lack of enthusiasm by many employers 
and trade unions for regular systems of joint consultation at faotory 
level. The impact of Communism on the unions is also discussed. 

This is a stimulating book, and is the more interesting 
because of the comparisons and contrasts made with industrial 
relations in France. 

J. Henry Richardson 

The University, 

Leeds. 


Partnership for All. By John Sped an Lewis. (London : 
Kerr-Cros Publishing Co. (for the John Lewis Partnership), 
1948. Pp. xviii + 532. 12s. 6 d.) 

This book tells the story of a notable and successful industrial 
experiment. When Mr. Spedan Lewis went into his father’s 
Oxford Street business after leaving Westminster (instead of going 
to a University), he was shocked by the disparity between the 
large profit drawn out of it by the owner and the small amount 
paid in salaries and wages to the employees. In due course he 
became a partner in the Oxford Street business and the sole owner 
of Peter Jones, Ltd., of Chelsea. This concern had been bought 
by his father when it was losing money, as it continued to do for 
several years. But the young Lewis had a free hand ; he used his 
new power to remodel the shop and to revolutionise the relations 
between himself and his workpeople. 

In effect, one may say, he took the prior charges for himself, 
and left the profits, which usually go to the owners or ordinary 
shareholders, to be divided among the workers. Apparently it 
was only the large income which he was drawing from Oxford 
Street which allowed him to finance his Chelsea experiment in the 
early years. Finally, when his father died at ninety-two (he never 
retired), the young Lewis had complete control of the two con- 
cerns and of other shops which he bought in the suburbs and 
elsewhere. 

By this time, there are twelve thousand Partners ; to distribute 
partnership benefit at the rate of 1 % requires £27,000. Up to the 
disaster of the oil bomb, which burnt the old Oxford Street 
premises to the ground in 1940, benefit was equal to six weeks’ 
additional earnings. Then for seven years nothing could be 
distributed, but all the arrears of interest on the partnership 
capital have been paid up. Accounts for the year 1947-48 were 
not completed when Mr. Lewis was writing ; certain exceptional 
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expenses such as the Purchase Tax of the November Budget have 
reduced the profits of the year. Nevertheless, Mr. Lewis expects 
a distribution of 5% on the pay sheet, that is, on £135,000. 

In addition to payments in stock and cash (payment is made in 
1\% cumulative ordinary shares saleable on the Stock Exchange), 
the Partnership spends £50,000 a year on “ free insurance against 
exceptional need (chiefly sick pay),” and a similar sum on “ educa- 
tion, country clubs, music, dancing and other collective amenities.” 
With other payments such as pensions, Mr. Lewis reckons that the 
total receipts of the Partners from the last year’s earnings will be 
£448,000. Perhaps one should mention that he has been lending 
part of his own capital to the partnership free of interest. 

How far have the general principles of the partnership affected 
the minds and habits of the workers in the businesses concerned ? 
A Cambridge graduate (with first-class honours), who spent 
eight years in the partnership after four years in another big 
drapery business, wrote to Mr. Lewis, describing how he came to 
feel “ an intense and I hope active affection, not for any particular 
persons but just for the whole thing, the entity we call the Partner- 
ship.” A middle-aged salesman, with much outside experience, 
told a special committee that the partnership affected the happi- 
ness of the worker “ by the feeling it gives him that he is not 
being exploited but really getting the whole fruit of his own work.” 
Mr. Lewis’ own comment is that here we have “ the real core of 
the problem of getting rid of ca’ canny so as to achieve the enor- 
mous increase that is now so desperately needed in our national 
income.” 

Clearly enough the plan has succeeded in the combined busi- 
nesses to which it has been applied. Can it be extended to other 
concerns of the same kind, and to big industrial concerns of a 
different kind, such as factories, cotton mills and so on ? Some 
people think that a retail business is certain to make a profit; 
they may even think of the profit as being the percentage added 
to the wholesale price of the articles which the shop sells. This, of 
course, is a mistake ; a business may very easily make a loss ; in 
fact, the concerns bought up by the Partnership were making 
losses. Something has turned them into profit-making concerns. 
Was it merely more careful buying and more skilful management ? 
Or was it perhaps the result of a better spirit among all the 
personnel, which turned a slack trade into a busy one ? 

In a sense Mr. Lewis’ book may be taken as describing the 
reaction of the twentieth century against the practices of the 
nineteenth. It recognises that the wage-earner and the salary- 
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earner can no longer be treated as mere cogs in a wheel; they 
claim, and rightly, something more than the weekly wage-packet 
or monthly cheque; they want a voice in the conditions under 
which they work and a share in the profits which their work has 
earned. As Mr. Lewis might put it, they want to be Partners. 

J. E. Allen 

Cambridge. 


Labour. By P. Sargant Florence. (London : Hutchinson’s 
University Library, 1949. Pp. 230. la. 6 d.) 

This book surveys the factors affecting the efficiency of the 
labour force. It is not concerned, except incidentally, with 
issues of wage theory, nor does it describe trade-union structure, 
but its object is to discuss recent facts and findings about the 
capacity and willingness of the worker; the causes, personal 
and general, of unemployment ; and policy towards both. This 
discussion is directed towards present problems. More than 
one reason comes up in the course of it why we should be much 
concerned with the human factor just now. There is the need 
for getting everyone to do his best, to get the balance of payments 
right. So far as a high and stable level of employment can be 
maintained, the problem of incentives is raised in a new form, 
and personal causes account for a higher proportion of actual 
unemployment. Both the export task and high employment raise 
problems of mobility, too small or too great. Again, as the 
author says (p. 216), concern with redistribution rather than with 
the size of total income “ rests on the assumption among wage 
earners that their share of total income has little connection with 
their own output and efficiency, but can always be made up by 
transference of wealth from richer classes. This assumption not 
so wide of the facts in nineteenth-century Britain will no doubt 
receive a shock from the logic of events in twentieth-century 
Britain after two world wars.” At the same time, a good deal 
has been done in recent years to gather more information and try 
out new ideas about the human factor. I know of no other 
British work providing a conspectus of this field, and Professor 
Florence’s timely book will be useful to students of economics 
generally and to all who are training for business. 

A first part sets out the manpower budget, charts the con- 
ditions of employment that influence the human factor, and 
examines measures of efficiency such as output, accidents or 
turnover. There follow seven chapters devoted to the conditions 
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of employment, and it is here that I think readers will find the 
book most informative : the discussion of the optimum working 
week, for example, or of social relations in the place of work, 
or of methods of wage-payment, and of vocational guidance, 
contains much that is instructive or suggestive in itself, and gives 
some useful pointers to further reading. The treatment of un- 
employment which follows is on familiar ground. A last part on 
policy and progress concludes that “ the key to social progress 
— the avoidance of unemployment and rising productivity per 
man and hence rising standards of living and amenities — lies 
today largely with the top management of big industrial enterprises 
whether co-operative or nationalized or controlled by capital. 
It is a problem in practical political science to find the staffing 
procedure which will bring the more efficient and enterprising 
managers to the top.” (pp. 221-2.) 

The author pays attention to schematics, and provides four 
schematic charts, in one of which, for example, Repetition, 
Routine, Red-Tape and Risk are "displayed as the aspects to the 
worker of four features of technique and organisation; and 
the workers’ reactions to each, and the ways of preventing or 
remedying it, are set out. I dare say this kind of device helps 
some students to get hold of the subject, yet it may be a perplexity 
to others who feel the difficulty of drawing dividing lines through 
an organic subject-matter. But there will be agreement that in 
basing his argument on ascertained fact, the author sets an ex- 
ample of method in the discussion of live issues, and provides, 
in summary or sample, a body of information in which few readers 
will not find some new point of interest. 

E. H. Phelps Brown 

London School of 
Economics . 


Changes in the Cost-of -Living and the Distribution of Income since 
1938. By Dudley Seers. (Oxford : Blackwell, 1949. 
Pp. 84. 6 s.) 

Readers of the Bulletins of the Oxford Institute of Statistics 
will be familiar with a series of articles published by Mr. Seers 
during 1948. These articles represented a very large amount of 
statistical work on published data on prices and on national 
income and product. It was difficult, reading the articles in- 
dividually as they appeared, to get a general view of the results 



418 


THE ECONOMIC JOURNAL 


[SEPT. 


Mr. Seers had obtained. It is good, therefore, to have them 
collected together, as they have been done in the present small 
volume. 

It is now clear that Mr. Seers’ object is to make a broad 
analysis of the changes in prices and income from 1938 to the 
post-war period, represented generally by 1947. His work 
comprises a number of inter-related studies. The final product, 
in so far as there is one, is an analysis of the distribution of the 
national product, in real terms, between the various recipients 
and, in particular, between the working class and the middle 
class. One small table (p. 65) summarises his conclusions and it is 
simple enough to reproduce here in slightly modified form : — 



Real Income (Net of Taxes) 

(£ million at 1947 prices). 



1938. 

1947. 

% Change. 

Working class 

4,348 

4,735 

+ »% 

Middle class 

3,599 

3,354 

-7% 

Total 

7,947 

8,089 

+ 2% 


These figures represent the result of many complicated and 
hazardous estimates and certainly cannot be accepted as accurate 
to the last digit shown. But there can be no doubt that Mr. 
Seers has given us the right orders of magnitude. 

There is much of interest to be derived as Mr. Seers proceeds 
on his way to his object. He had to “ job backwards ” and 
found many gaps in official data to be filled. He gives a division 
of total consumption in 1938, as recorded in the White Papers on 
National Income and Expenditure, between the working class and 
the middle class. The middle»class share, though obtained in 
round figures as a residual, is all we have to go upon as a basis 
for the construction of index numbers of middle-class cost-of- 
living. To get his results into real terms, he provides an estimate 
in detail of the increase in the working-class cost-of-living since 
1938, something which the Ministry of Labour avoids deliberately 
in the new index of retail prices. He also ventures an estimate 
of the increase in the cost-of-living to various groups of middle- 
class families. Finally, he examines the Ministry of Labour’s 
published index of retail prices paid by working-class fam ili es 
and gives it a reasonably clean “ bill of health.” In particular, 
he indicates that the percentage change shown since June 1947 
would not be much changed if the weights were post-war and not 
pre-war expenditures. 
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In my own calculations on the satne data, carried out in- 
dependently, I am not always in complete agreement with Mr. 
Seers. There is, indeed, considerable scope for varying judgments 
in computations of price-index numbers back to 1938. One of the 
difficulties is that there is no detailed information on price 
changes within one large category of expenditure, that on food, 
either in the National Income White Papers or in the Ministry 
of Labour’s index. This is a gap which should be filled. Another 
# difficulty is the different classification of consumers’ commodities 
in the White Papers and the Ministry’s index. The main trouble 
arises in the category of “ household durables ” where the White 
Paper has two groups only — furniture and furnishings, hardware. 
The category in the retail-price indfex shows more sub-groups, 
and one of them (appliances) is divided between the two White 
Paper groups and includes some ifcems such as cycles and sports 
goods which fall outside “ household durables ” on the White 
Paper definition. (Mr. Seers, however, is not correct, on p. 80, 
in ^saying that the White Paper category excludes radio and 
musical instruments.) Mr. Seers is not able to overcome this 
difficulty — and is not always clear in his explanation of what he 
has done. What is needed is more detail of the “ household 
durables ” category in the White Paper. 

Another point on which I do not appear to be in agreement 
with Mr. Seers — and again ho is not clear on his method — concerns 
the treatment of beer prices. The difficulty is the difference 
between prices on a bulk and on a standard-barrel basis. The 
price index of the Ministry of Labour uses a beer price which is, 
in fact, a compromise between the bulk and the standard-barrel 
prices (in my view, very appropriately). Sometimes Mr. Seers 
seems to follow this practice; at other times (e.g,, on p. 47) he 
appears to use the standard-barrel price generally favoured by 
tlie White Paper. 

It is interesting to compare the increase, obtained by Mr. 
Seers, in real national product with that shown by the official 
index number of industrial production over the period 1938-46. 
The best comparison is to use what Mr. Seers calls the “ gross 
product of industry,” i.e., national product less the pay of govern- 
ment officials and domestic servants, rents of dwellings and interest 
and depreciation of a non-industrial nature. In real terms and 
with 1947 weights, Mr. Seers gets an increase of 8% from 1938 
to 1946. The industrial-production index, which is narrower 
in coverage by the exclusion, e.gr., of agriculture and services, 
shows a decrease of 4% from 1938 to 1946 with 1946 weights 
No. 236 — VOL, lix. f f 



THE ECONOMIC JOURNAL 


420 


[SETT. 


(Monthly Digest of Statistics, August 1948). There is need for a 
closer examination here. 

Mr. Seers’ strictures on the Ministry of Labour, for avoiding a 
comparison of 1938 and 1947 in the retail-price index, are not 
altogether justified. The price increase for working-class families 
cannot, in default of comparable price quotations in the two 
periods, be given at all precisely. Mr. Seers, perhaps, would 
agree that we cannot do better than write it as 60-5%. The 
first object of the Ministry was to get weights for a new index, 
i.e., a proportionate distribution of 1937-38 consumption priced 
at 1947 prices. Even if the separate price changes, 1938-47, 
were biased, the weights would come out reasonably well if the 
bias was in the same direction throughout. But such a bias — 
which might well exist — would throw out the 1938-47 price 
comparison. Further, from the data provided by the Ministry 
of Labour, it is easy enough to deduce an approximate price 
change for 1938-47 if one absolute change can be fixed. Such a 
price change is given by the “ rent and rates ” item, which 
cannot have increased by an amount much different from 10%. 
It is difficult to believe that this was not realised by the Ministry 
of Labour. 

All this points clearly to the need for a post-war enquiry into 
working-class expenditure by means of family budgets. Indeed, 
there is a strong case to be made out for a regular series of budget 
studies. The Cost-of-Living Advisory Committee asks for a 
consideration of this point in their Interim Report (Cmd. 7077). 
There is, perhaps, even more need for budget studies on a compre- 
hensive national scale of middle-class expenditure. As Mr. Seers 
observes (p. 18) “ the lack of information on the expenditure of 
the rich is a major gap in our social statistics.” 

R. G. D. Allen 

London School of 

Economics and Politics. 


Small Business : its Place and Problems. By A. D. H. Kaplan. 

(New York and London : McGraw-Hill Book Co., 1948. 

Pp. xiv + 281. 19s. 6 d.) 

Even in the United States, the supposed home of everything 
large scale, over 90% of all businesses are small whatever definition 
of small is adopted — and a normal one (p. 15) seems to be a 
hundred employees or less in manufacturing ; ten or less in other 
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activities. This high frequency, together with the traditional 
American property-dispersion theme of Franklin and Jefferson, 
still sung (and acted upon) by Congressmen, make a thorough 
study like Mr. Kaplan’s, “focusing the diffuse discussion,” 
very welcome. 

Introduction and definition occupy the first two chapters. 
The third, devoted to “ prewar and postwar pattern ” brings 
some disappointment. Under the heading of “ The Areas of 
Small Business,” Mr. Kaplan gives only the major groupings 
of manufacturing industries. This is unfortunate, since these 
wide divisions mask very great differences in the size structure 
of subdivisions which are easily obtained from the U.S. Census. 
“ Miscellaneous Manufacturing ” for instance is the official industry 
group in which the small plant appears in Mr. Kaplan’s table to 
flourish the most. Only in this group do establishments employ- 
ing less than a 100 employ the majority of all workers. Yet the 
group includes the making of photographic apparatus, a large- 
plant industry, with 80% of its workers in establishments employ- 
ing over 250. At the other end of the scale textile mill, leather 
and leather products appear in Mr. Kaplan’s table as a large- 
plant group, with over two-thirds of all its workers in establish- 
ments employing over 500. Yet the women’s pocket-book, 
handbag and purses industry included in this group had 80% 
of its fourteen thousand workers in establishments employing 
less than 250 workers. 

In spite of the fourth word in his title of Small Business : 
its Place and Problems, Mr. Kaplan has, in short, missed the 
opportunity given him by the admirably detailed U.S. Census 
of Manufacturers of studying precisely in what industries small 
firms or plants prevail. There is no discussion how far and 
why the women’s clothing, the printing, the baking, the jewellery 
industry have small plants, whether their present size structure 
is likely to last, and whether existing large-plant industries 
might not (with technical changes or more specialisation or 
localisation) become of smaller scale. With the growth of 
“ automotive transportation,” as Mr. Kaplan indicates (p. 34), 
transport has on the whole become smaller scaled. This is 
partly because the investment in permanent way is made by the 
State. Might not a similar splitting of investment from manage- 
ment functions encourage small business in other industries ? 

The fundamental question of the comparative efficiency 
and vitality of larger and smaller organizations is dealt with in 
Chapters IV and V. Mr. Kaplan is able to bring in the evidence 
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of the Temporary National Economic Committee, and he provides 
a valuable clue to the answer. The available index nearest to 
measuring efficiency of different sizes of plant is perhaps the 
cost of some standard physical output and this is illustrated 
in detail with the production of standard barrels of cement, 
and of flour, and with the distribution of 100 lb. of milk. In all 
three industries the wide variety of cost within all classes of size 
is the outstanding feature. The small sizes show, on average, 
the higher costs. But they also show the widest variety, so 
that the actual lowest-cost plant may be a small one. The 
same greater variation round a lower average among smaller firms 
is shown when comparing slump and boom years in the ratio of 
net profits (excluding officers' compensation) to equity. In the 
boom year 1941, the two smallest classes of business (assets 50, 
and 50 to 99 thousand dollars) averaged a ratio of plus 3 and 
10% instead of minus 32 and 15% as in 1932; the larger classes 
of business (up to assets of $10,000,000) showed less cyclical 
change, but still averaged in the boom year profit ratios higher 
than did the small businesses. 

The wider variety in the efficiency of small firms is also 
brought out by their- vital statistics. In three Minnesota towns, 
for instance, while only 16-5% of the larger manufacturing firms 
died during 1926-30 the percentage for the smallest sizes was 
66*3% and 87*4%. Wide variety in efficiency results at one 
end of the scale in relatively high death rates for small businesses, 
but it should also result in relatively high rates of survival at 
the other end. The view of English economists that the small 
business has an advantage in management is thus compatible 
with the facts if it is carefully worded. . Mr. Kaplan puts it 
(p. 103) that “ the caliber of the management has on the whole 
been the most decisive factor influencing the success or failure 
of the small enterprise.” Not every (or even the average) small 
firm has a management advantage but only some. It is these 
that survive, flourish and grow at the expense of the large firm. 

A general comparison of small- and large-scale organisation 
inevitably extends from internal management to problems of 
finance and sales, where the small business is usually thought 
weak. Mr. Kaplan, in the relevant chapters (VII and VIII), 
does not deviate from this view, but adds considerably to our 
appreciation of the complex situation of the small man confronted 
with monopolistic practices such as threats of legal action for 
infringement of patents or price maintenance. The insistence 
of a large manufacturer that the retailer maintain a fixed price 
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for his manufactures is not necessarily injurious to the small 
retailer. It is usually the large retailer who cuts the prices of 
a few leading goods in order to publicise his “ values ” and thus 
undercuts the small retailer. Alternatively, the large retailer 
may order from small manufacturers a similar brand, under- 
cutting the fixed-price brand, in which case the interests of small 
retailers and small manufacturers are opposed. 

Mr. Kaplan’s book is part of a large programme of research 
into the working of the free-enterprise system under the auspices 
of the Committee for Economic Development, of which Mr. 
Paul Hoffmann of Marshall Aid fame was a member. We look 
forward to further volumes of the same high calibre as Small 
Business. 

P. Sargant Florence 

University of Birmingham. 


The Rubber Industry : A Study in Competition and Monopoly. 
By P. T. Bauer. (London : London School of Economics 
and Political Science, and Longman’s Green, 1948. Pp. 
404 -f xiii. 25s.) 

Report on a Visit to the Rubber Crowing Smallholdings of Malaya, 
July-September 1946. By P. T. Bauer. Colonial Research 
Publications, No. 1. (London: H.M.S.O., 1948. Pp. 92. 
4s.) 

The Rubber Industry is a very interesting book. It includes 
the main findings of the Report, though not in such detail. This 
review will concentrate on the book. It presents a general 
picture of the rubber-producing industry, concentrating largely 
but not entirely on Malaya and the Netherlands East Indies, 
the two main sources of supply, and reviewing more briefly the 
phenomenally rapid rise of the synthetic-rubber industry in the 
U.S.A. As its sub-title implies, the emphasis is placed largely 
on the operation and results of the international rubber-regulation 
scheme. Mr. Bauer was given access to the papers of the Inter- 
national Rubber Regulation Committee and to the personal 
papers of Sir John Hay. In addition, he studied numerous 
reports, newspapers and books and made a tour of the rubber- 
producing districts of Malaya in 1946. He is very critical both 
of the previously accepted views on the industry, particularly 
on the relative efficiency of plantations and smallholdings, and 
on the administration of the regulation scheme, centrally and 
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locally. I am not an expert on rubber production, but Mr. 
Bauer’s criticism is well documented and to me convincing. 

He begins thoroughly in 1929, after the breakdown of the 
Stevenson restriction scheme, where Mr. Rowe’s Special Memoran- 
dum No. 34 of the London and Cambridge Economic Service on 
Rubber stops. He covers fully the period of free competition 
from 1929 to 1933 and that of the International Rubber Regulation 
Scheme, which ran from 1934 until the Japanese invasion. He 
deals with the largely unsuccessful search for new sources of rubber 
after 1941, and the successful development of the U.S.A. synthetic- 
rubber industry. He concludes with two excellent chapters on 
the outlook for rubber, written, it would appear, in 1946 and 
1947. 

Mr. Bauer’s strongest criticism of the regulation scheme, 
and more particularly of its administration by the Governments 
concerned, was that it discriminated against the smallholders 
and in favour of the plantations. In Malaya, as is shown both in 
the book and (more fully) in the Report, the smallholdings were 
under-assessed compared with the estates in the initial allocation 
of export rights; the prohibition on new planting and on the 
alienation of new land for rubber while some replanting of old 
rubber areas was allowed militated against their methods; the 
smallholders were grossly under-represented on the Malayan 
Advisory Committee ; and research and advisory work was con- 
centrated on the estates. (The Colonial Office and the Government 
of the Federation of Malaya have now accepted the view that in 
this period a disproportionate burden was borne by the small- 
holders.) In the Netherlands East Indies the prohibition on new 
planting again bore heavily on the native producer. In addition, 
the Government to begin with felt it impossible to give individual 
assessments to the small native producers and undertook to limit 
their sales by an export tax, the proceods of which were to be used 
for the benefit of the areas where native rubber was important. 
To keep down supplies the tax had at one time to be so high as to 
take away 96% of the price ; the receipts, far larger than had 
been expected, were by no means always used as intended. 
Finally, individual assessments were made and the tax repealed ; 
but, without doubt, the natives wero under-assessed compared 
with the estates. 

Mr. Bauer produces much evidence to show that the small- 
holding is a more economic unit than most plantations. The 
complicated and expensive hierarchy on the plantations, their 
mistakes in planting and weeding policy and the ease with which 
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smallholders can fit together rice and rubber production, all 
favoured the smaller unit. Where rice production is anyhow 
moved from area to area, to leave the abandoned land planted 
to rubber makes the latter almost a costless by-product. 

The Committee, however, charged with the duty of “ maintain- 
ing a fair and equitable price level which will be reasonably 
remunerative to efficient producers ” looked only at the estates, 
and even there not at the most efficient ; thus it was generally 
assumed that some 80-95% of estate production was efficient. 
Moreover, measured cost figures were accepted, even though they 
came above prices at a time when the estates concerned were 
paying dividends. Thus, the Committeo arrived at a figure 
of 8 d. a pound as being the minimum to give a reasonable return 
to efficient producers; but the N.E.I. native producers supplied 
large quantities of rubber for two years for a net return of about 
1 \d. And the Committee’s idea of a “ fair price ” moved upwards 
with every improvement of the market price. 

The price, then, was high, in Mr. Bauer’s view well above 
the long-period supply price. But it was not stable. During 
three of the four calendar years of restriction before the outbreak 
of war the highest price exceeded the lowest by over two-thirds. 

This was a period when natural rubber held a practical 
monopoly. The future outlook depends partly upon the policy 
adopted towards synthetic rubber in the U.S.A. Synthetic and 
natural rubber between them could supply far more than the world’s 
probable demands. The existence of the synthetic factories should 
provide a ceiling above which the price of natural rubber cannot be 
lifted. But, in Mr. Bauer’s view, natural rubber producers, 
largely smallholders but also the more efficient estates, should 
be able to produce at a low enough price to undersoil synthetic 
rubber, unless this is protected. (He suggests at 6rf. a pound, 
at 1945 costs, for 1| million tons of natural rubber.) If the U.S.A. 
provides only moderate protection, then Mr. Bauer advocates a 
period of price competition, coupled with a buffer-stock scheme to 
prevent undue price fluctuations ; this should drive out the less- 
efficient producers, a most necessary procedure after a long period 
of protection. If the U.S.A. were to keep up her full synthetic 
production, then some control scheme would be required. 

Above all, the prohibition on replanting in Malaya should be 
removed (this has now been done). Land should also be freely 
alienated for rubber. Without these measures the Malayan 
smallholding industry will be destroyed, since other territories 
and the estates will expand production. 
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Mr. Bauer’s conclusions are interesting not only in regard to 
rubber, but also for their significance for the operation of control 
schemes in general, as contemplated in the Havana Charter. 
To take only a few : first, the rubber scheme was operated by 
Governments, as are to be the Havana commodity-control 
. schemes ; but the interests of small producers (and of consumers) 
were neglected. Secondly, the rubber scheme indicates that those 
who gain most are large producers in small countries (for small 
countries generally extort fairly favourable quotas). Thirdly, 
to fix prices on measured costs means fixing them too high. 
Finally, once a scheme has been introduced its sponsors cling to 
it grimly, even when it is no longer required (Mr. Bauer gives 
several instances of this happening for rubber). 

He also explodes the commonly held views that large-scale 
production is more efficient and more responsive to price changes. 
For rubber both these theories are untrue. Not only could the 
smallholders undersell the estate producer ; but also their supply 
fluctuated more with price in the period of free competition. 

The book (and the Report) arc well worth reading through. 
But those who cannot spare the time will find the most crucial 
parts summarised or dealt with in Chapters 14, 19 and 20. 

Ruth Cohen 

Newnham College, 

Cambridge. 


Comparative Economic Systems : capitalism, socialism, com- 
munism, fascism, co-operation. By William N. Loucks 
and J. Weldon Hoot. (New York : Harper Brothers, 
3rd edition, 1948. Pp. xv + 810.) 

In this country the study of comparative economic systems, 
of such importance for the institutionalist, has been relatively 
neglected as an academic subject. Perhaps this is because, with 
a narrowing focus to economic analysis, it has fallen between the 
recognised academic stools; perhaps because of reluctance to 
grasp controversial nettles boldly. To judge from this impressive 
800-page volume, now appearing in its third edition (the first was 
in 1938), the subject must be well and widely established on the 
other side of the Atlantic ; and the initial feeling of a mere English- 
man on reading it is inevitably one of admiration, tinged with 
envy, at so much information so systematically and palatably 
packed (in short sections each tersely labelled) within the 
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covers of a single text-book. One would be ungrateful not to 
pay tribute to the immense care and industry which its com- 
pilation must have cost. Professional skill could scarcely go 
further in designing everything with a constant eye upon the 
lecture-room and the seminar : well-balanced chapters of “ pro ” 
and “ con ” ; judiciously chosen book-lists for further reading 
appended to each of the nine parts into which the book is divided ; 
lists of “ questions for class discussion ” after each chapter and 
“subjects for student reports”; and finally the texts of The 
Communist Manifesto and of the 1936 Soviet Constitution in 
appendices, and a twenty-four page index. 

Yet, one cannot help being of two minds about a work of this 
kind. Firstly, there is the stubborn English prejudice that so 
streamlined a text-book may have defects of its nature as well as 
merits : that to the undoubted convenience which it holds for 
the student may be joined the disadvantage of appearing so 
comprehensive as to deter the student from ever looking beyond 
its pages and finding his own stumbling way among other sources. 
Secondty, there is a difficulty about objectivity : a difficulty which 
is specially great in comparing rival economic systems, since to 
each system there is its own social philosophy, and common 
assumptions by which they can be judged are difficult if not 
impossible to find. Most evidently in relation to the study of 
the U.S.S.R., what are commonly accepted as standards of 
objectivity vary w r ith time and place. If one is to evaluate, one 
must implicitly or explicitly adopt some body of assumptions 
which will inevitably prejudge the issue (as do some of the remarks 
in the opening chapter of this text-book about universal principles 
and “ the necessity for a price system ”). If one seeks to escape 
this difficulty by simply describing facts and listing rival argu- 
ments, the result is likely to be flat and uninspiring. It may well 
be better for the student to hear the claims of each system from 
the mouth of an exponent of it than to be fed with ready-made 
“ evaluations ” under the guise of an objectivity which their author 
probably cannot sustain. 

Subject to such difficulties, inherent in its design, this book 
can be said to have succeeded remarkably well. Special praise 
is due to the descriptive chapters, which are rich in detail, well- 
informed and lucid. The account of British legislation and policy 
since the war and of the Soviet economic system are specially to 
be commended; both of these providing the most convenient 
summaries of their kind which the reviewer has seen. The 
summaries of doctrine (e.gr., of Marxian theory) are less successful ; 
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possibly because to give depth and freshness to the exposition of 
a doctrine requires an insight deriving from sympathy. Never- 
theless (with one or two qualification to be mentioned later) they 
are very carefully and faithfully done, if sometimes lacking in 
subtlety or originality. Least successful are the chapters on 
evaluation. Superficially at least the balance is as well kept as 
any author could be expected to keep it (the chapter on the 
Failures of Capitalism being somewhat longer than that on the 
Successes of Capitalism, whereas rather more space is given to 
the Failings of the Soviet System than to its Accomplishments). 
But one sometimes has the impression that impartiality has 
become an artifice ; as when a number of rather spurious objections 
to Socialism (such as that it is “ un-American ”) are solemnly 
paraded in order to be demolished as “ superficial ” (to clear the 
way for “ basic objections ”), or doubt is expressed as to whether 
the fuel crisis of the 1946-47 winter in Britain was really due to 
the Government or to exceptional weather (p. 372), or about the 
truth of German plans for plundering the U.S.S.R. (pp. 610-11). 

Inevitably in a work of such generous dimensions there are 
special points which one is inclined to call in question : for 
example, the equation of Socialism with the social ownership of 
producers’ goods and of Communism, by contrast, with the social 
ownership also of consumers’ goods (p. 266) ; the statement that 
land or capital could not be priced by a trial-and-error process 
if it were in singly ownership (p. 337); the neglect of the 
“ industrial reserve army ” as a factor in Marx’s wage-theory 
(p. 240) and of his theory of “ price of production ” as distinct 
from “ value ” (pp. 172-82) ; the apparent confusion, in con- 
nection with Soviet data, between output:values expressed in 
the prices of a single base-year ana output valued in the current 
prices of successive years which can only be made comparable by 
using an index number of price-changes (p. 608 and p. 697); 
the statement that the Soviet turnover tax is “ price determining ” 
rather than “ price determined ” (p. 639) or that monopoly is 
something “ foreign to capitalism ” (p. 87). Some of these, 
admittedly, are matters of interpretation on which opinions vary, 
and different readers may find different statements to question 
according to their points of view. But for so large a work in so 
controversial a field, it is surprising that such questionings are 
not more numerous. Judged by what it nlaima to be — a 
compendium of information and an introduction for the elementary 
student — the work has very substantial value. A surprising 
amount of incidental data is dexterously worked into it, from 
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statistics about productivity, productive capacity and income- 
distribution in the U.S.A. to a table of comparative output- 
figures for Soviet and American industry at various dates and 
details of the calorie intake of the British consumer. Teacher as 
well as student will find it a handy reference-book on a variety 
of topics. 

Maurice Dobb 

Trinity College, 

Cambridge. 


Dynamique Ificonomique. By Raymond Florin. (Soissons 
(Aisne) : Imprimerie Saint Antoine : published by the 
author at 2 rue Charpentier, Soissons, 1948. Pp. 115. 
500 fr.) 

The appropriate English title for this highly individualistic 
work would be “ The General Theory of Interest and Money.” 
The first edition, here reviewed, is unfinished, certain chapters 
being represented only by a summary in the table of contents. The 
rest compresses within 115 pages a systematic development from 
first principles of a mathematical model of the economic system. 
The introduction prophetically remarks “Certains reprocheront 
sans doute k notre texte d’etre trop concentre . . ; and it is 

certainly followed by a strong, if stimulating, draught of theory. 

M. Florin is “ an original, being no man’s copy.” He refers to 
having read Keynes, but only after his views were formed. He 
clearly believes that he is talking about a world of trade cycles 
but he hints only vaguely at the effects of unemployment and of 
changes in effective demand, so he is not marching in step with 
the Keynesian contingents. He admits to being influenced by 
Bbhm-Bawerk, but apparently draws no overt inspiration from 
any modem economist. M. Florin is also an enthusiast, with a 
profound belief in his mission, and his faith removes mountains 
which the rest of us find distressingly solid. He will not, for 
instance, admit an index -number problem — that has been solved 
by M. Divisia. Either his compressed style or his enthusiasm lead 
occasionally to statements which cry aloud for explanation or 
qualification. What would Marshall, or a board of examiners, 
have thought of : “ En ce qui conceme la part du travail il n’y a 
aucune difficulty et les salaires sont d6termin4s par la productivity 
marginale du travail ” ? 

The book is divided into three parts. The first is concerned 
mainly with definitions. The second builds up a theory of the 
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rat© of interest in a non-monetary economy — what an elementary 
text-book might describe as “ the rate of interest as determined by 
real forces ” — and then discusses the movement, over the long 
period, of the stock of capital, production, consumption and saving. 
The third part discusses “ the rate of interest as determined by 
monetary forces ” in a crude version of the liquidity-preference 
theory. M. Florin then assumes that the utility of a marginal 
unit of money (i.e., of liquidity) is proportional to the work that 
money has to do, and thus to : 

Volume of production x Price level ~ Quantity of money. 

This exceedingly doubtful assumption leads to an equation, re- 
lating the price level to the volume of production, the quantity of 
money, the marginal productivity of capital and time. Various 
solutions are obtained for the price level in terms of time, including 
a demonstration of the growing instability of the price level as the 
marginal productivity of capital declines. A final chapter puts 
the whole thing in a simpler form, that the stability of money values 
depends on the equality of a “ natural ” and a “ money ” rate of 
interest ; and the Remedy emerges, in the shape of a tax on money 
during slumps, and a tax on investment during booms. 

Before the Reader decides that he has heard all this before 
and returns his 500 francs irrevocably to his store of liquidity, it 
may be worth remarking that parts of M. Florin’s work are 
exceedingly stimulating. It would be no bad exercise for the third- 
year student to work through the definitions of economic quan- 
tities, and make sure that his mind grasps the full precision of the 
distinctions between (say) productivity pure, rentabilite pure , 
binefice de production, profit de production, superbenefice de pro- 
duction and benefice de valorisation . The whole treatment of the 
“ real-forces ” rate of interest, with its explicit formulation of 
the effect of changes of relative prices, is distinguished by its care- 
ful and accurate mode of expression. There is work of good 
quality here, and we shall look forward to the appearance of M. 
Florin’s second and complete edition. 

C. F. Carter 

Emmanuel College, 

Cambridge . 

Theorie und Praxis der modernen Einkommenbesteuerung . By F. 
Neumark. (Berne : A. Francke, 1947. Pp. 456. S.fr.35.) 

It is a curious circumstance that although in England we have 
a longer and more varied experience of the working of income 
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taxes than any other country, the best discussions of the subject 
seem all to come from abroad ; one has only to think of Professor 
Seligman, Professor Jean L’Homme (whose Impdt sur le revenue 
en Angleterre of 1939 is still a standard work), and now Professor 
Neumark (now of Istanbul) has added further to our shame by 
producing a really outstanding comparative study of modern 
income taxes. It will be an immense pity if the expense of trans- 
lating and republishing such a solid piece of work should stand in 
the way of its greater availability to English readers. 

The work is divided into two parts. In the first, general 
problems are discussed, mainly from the theoretical standpoint, 
but with frequent reference to the practical experience and 
special problems of particular countries, of whose income taxes 
Professor Neumark has an encyclopaedic knowledge. Part II 
consists of a series of detailed and up-to-date studies of the working 
of income taxes in various countries — Great Britain, Germany, 
France and the U.S.A. About fifty closely packed pages are 
allotted to each ; and shorter accounts of income taxes in Italy, 
Switzerland and Turkey follow. 

When so much has been provided it seems churlish to ask for 
more : but it may perhaps be suggested that (now that information 
can once more be collected) it would be a most desirable rounding 
off of the comparative study if the rich experience in income taxes 
of the Scandinavian countries, and also of the Netherlands, could 
also be included. This need not add materially to the size of the 
work and would greatly enhance its value. 

Between them the nine chapters in Part I discuss pretty well 
every subject relevant to the use of income taxes. Chapter 3 
contains a useful discussion of the definition of income for tax 
purposes, showing how similar-looking taxes in different countries 
may be completely different in effect, according as they are 
assessed (i) on actual annual income, whether adjusted to partic- 
ular personal circumstances or not ; (ii) a conventional or notional 
income (a practice which may be used either because the revenue 
authorities cannot compass anything more accurate, or deliber- 
ately to avoid such difficulties as fluctuating incomes) ; or (iii) the 
concept is more or less inclusive of capital items. Chapter 5 
contains an informative account of the various means that have 
been adopted at various times and places to adjust the burden of 
income tax to ability to pay. 

Perhaps the two most interesting chapters in this Part are 
Chapter 8, which discusses income tax in relation to industrial 
fluctuations, and Chapter 9, which is concerned with the vexed 
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question of the shifting of income tax. On the first Professor 
Neumark very sensibly draws attention to the differences which 
may occur according as the tax bears on workers' incomes on the 
one hand and company profits on the other, and is highly pro- 
gressive or more or less proportional. He is sceptical of the use of 
income taxes as anti-cyclical devices so long as the evasions and 
lacunae to be found in most existing income taxes are not dealt 
with first. 

Professor Neumark clings tenaciously to the view that there is 
something to be gained from discussing the incidence of income tax 
in terms of shifting (in the narrow sense of a direct effect on 
prices) ; but he picks his way carefully between the crude view 
(which still appears to be common in the U.S.A.), that particular 
price mark-ups are to be expected when rates of (net) income tax 
are raised, in exactly the same way as occurs when the rates of an 
outlay tax assessed on a particular good are raised, and the almost 
equally misleading view, frequently fathered on Ricardo, that 
income tax cannot be shifted because prices are determined by the 
costs of the marginal firm, which (by definition) has no taxable 
profits. Professor Neumark points out, however, that a workers' 
income tax which leads to a proportionate increase in wages is, in 
fact, much the same as an outlay tax. 

The value of the book is much enhanced not only by two very 
complete indices, but also by a detailed analytical contents, which 
should enable the reader whose German is not very fluent to turn 
up the point he is after with a minimum of trouble. 

Ursula K. Hicks 

Oxford . 

The Fiscal Impact of Federalism in the United States . By 
James A. Maxwell. (Harvard Economic Studies 79, 
Harvard University Press (London : Geoffrey Cumberlege), 
1946. Pp. 427 + xvii. 28*.) 

With this book Professor Maxwell continues the research 
into the fiscal problems of federalism which he began with his 
Federal Subsidies to the Provincial Governments in Canada . The 
enlarged scope of the enquiry has led to a substantially altered 
form of presentation : although the approach is again primarily 
historical, the material is organised around the main types of 
government expenditure— defence, justice, education, public 
assistance, relief and work relief, public works, roads, health, 
unemployment compensation — and of government revenue- 
public domain, income taxation, commodity taxation, death 
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taxes, government instrumentalities — instead of by types of 
federal-state fiscal arrangement. Each chapter combines a 
summary of the recent (to 1941) fiscal history of a particular 
budgetary item with a discussion of issues of principle and the 
lessons of experience. 

This method of presentation has the advantage of making 
the book a convenient reference-work on the federal aspects of 
particular government activities — although the five-year delay 
in publication is regrettable — but it seems ill-adapted to the 
author’s announced thesis that “ American federalism has fiscal 
problems for which outright centralization is no cure.” It is 
difficult to derive from these specialised chapters any general 
view of the fiscal problems of American federalism and the 
standards which must be met in solving them, or of the progress 
already made in incorporating these standards in legislation. A 
discussion of general standards is provided in the concluding 
chapter ; but the historical prologue, which might have provided 
a survey of recent trends in thought and legislation on federal 
finance, is instead devoted to the nineteenth-century background. 

The fiscal problems specifically attributable to federalism 
arise fundamentally from disproportionate allocations of fiscal 
resources and governmental functions to the different levels of 
government : in the United States, the post-revolutionary fear 
of war led to the granting of strong fiscal powers to the central 
government, while the major functions were vested in state 
(and local) governments. The disparity, which has become 
significant with the growth of government responsibilities since 
the nineteen-twenties, could be eliminated by constitutional 
changes re-allocating functions towards the federal government; 
but while Professor Maxwell is not opposed to further centralisa- 
tion, he believes that the decentralisation of administration in 
a federal country has good justification, and that the solution 
lies rather in the further development of federal-state co-operation. 
It is for this reason that he analyses in such detail the history 
of existing arrangements in the main budgetary categories. 

On the expenditure side, the chief method for bridging the 
resouroes-functions gap has been the grant-in-aid, although 
tax-offsets have been used (with surprising success) to promote 
State provision of unemployment compensation. The grant-in- 
aid technique has raised several difficulties, chief of which is 
the dilemma emphasised by Professor Maxwell : — 

“ In a federal oountry, diverse standards are prevalent; 
inter-area transfers are important; and therefore grants 
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should be tightly conditioned. But to surround federal 
grants with numerous conditions is to assume a homogeneity 
in state governmental needs which does not exist ; to 
prescribe uniformity where there are deepseated reasons 
for diversity is an error.” 

Other problems emerge in the discussion of particular cases : 
matching requirements may distort the expenditure-pattern of 
states with limited resources (vocational education) ; with- 
holding of grants to enforce federal standards may penalise the 
wrong people (old-age pensions); grants to stimulate desired 
state activities may not ensure efficient or honest administration 
(work relief). 

On the revenue side, disproportion of resources to functions 
has led to multiple taxation, often on conflicting tax bases, and 
to attempts by states to exploit revenue sources which they are 
not equipped to administer. Professor Maxwell discusses the 
main reform proposals — crediting devices, federal collection 
with state sharing and transfers of tax jurisdiction. The first 
two encounter administrative problems, the last raises the 
question of compensation; the solution, Professor Maxwell 
argues, must be co-operative and general. 

In the concluding chapter the author attempts a theoretical , 
analysis. The “ ideal ” revenue-expenditure relationship indi- 
cated by an abstract model constructed on Pigovian lines is 
blocked in a federal country by the Jwo impediments of con- 
stitutional rigidity and regional heterogeneity, impediments 
which may be aggravated by the grants-in-aid device. Conditional 
grants may, however, be used to promote the “ ideal ” if a 
minimum standard is made the aim, services are grouped, and 
grants put on a variable-ratio basis related to per capita income. 
On the basis of this theoretical argument, Professor Maxwell 
proposes a series of moderate reforms of the American fiscal 
system. „ 

The book consistently maintains the level of careful scholarship 
set by the author’s earlier work. Aside from the doubts ex- 
pressed above about the form of presentation, it may only be 
suggested that, in view of recent changes in the scope of fiscal 
policy, the theoretical model in the Conclusion might have been 
broadened to include the requirements of a full-employment 
programme. 

Harry G. Johnson 

Jems College , 

Cambridge. 
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The Monetary Problem of France. By Pierre Dieterlen and 
Charles Rist. (New York : King's Crown Press (London : 
Geoffrey Cumberlege), 1948. Pp. xvii + 98. 14$.) 

This is the second volume in the series prepared by the 
Carnegie Endowment for International Peace, on post-war 
monetary problems in Europe. (The first volume, Monetary 
Reconstruction in Belgium , by Leon H. Dupriez, was reviewed 
in the September 1948 issue of this Journal.) The main body 
of the book is written by Professor Dieterlen, of the French 
National Economic Intelligence Centre, Professor Rist confining 
himself to a pungent Preface and Supplementary Chapter. 

Professor Dieterlen sees French monetary experience since 
the Liberation as part and parcel of the disorder since the collapse 
of the Gold Bloc in 1936. He therefore devotes much of his 
space to the conditions that have made a coherent policy ever 
since that date peculiarly difficult for France. The table of 
budget deficits, with its minus sign for every year from 1930; 
the lack of control of the banking system, despite the appearances 
of nationalisation ; the disposition of the Liberation governments 
to rely on controls of the British type, though Britain had the 
advantage that her food supplies were largely channelled through 
the ports, while France depended on peasant production ; and 
the strengthening of trade unionism by participation in Re- 
sistance : on points such as these the book is a mine of concise 
and valuable explanation. Perhaps the most convincing passage 
in the whole book is that giving the case against a deflationary 
operation of the Belgian type. * 

On the other hand, I found the passages of theoretical analysis 
(especially those on pp. 14-15 and 48-51) unsatisfactory. The 
fallacy that a budget deficit is not inflationary if financed by 
long-term loans dies hard. The theory of Productive Credit 
seems to have won a new lease of life in post-war Europe : as 
industrial production return^, towards normal levels, more money 
was needed to finance the bigger volume of business, and this 
fact has been confused with the old banking view that credits 
to finance genuine production cannot be inflationary. 

In foreign exchange policy Professor Rist puts forcefully his 
case for free exchange rates. He believes that Marshall Aid will 
inspire confidence which will bring out the hoards of gold, so 
providing the French authorities once more with international 
reserves, while the balance-of-trade problem is solved by the 
“ rather freely ” fluctuating exchange rates. (A passage on 
No. 235 — VOL. lix. Q o 
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pp. 64-6 makes me wonder whether Professor Dieterlen agrees.) 
Professor Rist castigates the I.M.F. for objecting to free gold 
markets, which, according to his analysis, would help to solve 
the problems. His argument appears to miss the point that the 
I.M.F. would agree to adjustments (perhaps fairly often for a 
time) of the exchange rate and that its really strong objections 
are to multiple exchange rates and the gold-price devices which 
have the same effect. It is these devices that might properly be 
described as “ contrary to the very aims of this institution.” 

I have perhaps been unduly critical, but I cannot escape 
the feeling that this book reflects the confusion of French monetary 
thought. The weakness of a monetary system is that it allows 
a com muni ty too easily to begin to do too many things at once. 
Then, when the trouble does appear, it takes the shape of a 
monetary crisis and purely monetary remedies are thought 
appropriate. When the monetary remedies prove inadequate, 
the fatalistic opinion that “ things are in the saddle ” causes a 
swing to the other extreme. At either extreme, plausible 
arguments are available, and it is extraordinarily difficult to 
achieve a sound synthesis of monetary policy with other branches 
of economic policy. That France has not achieved such a 
synthesis this book bears witness all too clearly. But perhaps 
France will yet muddle through. 

R. S. Sayers 

London School of Economics. 


The Monetary Policy of the Reserve Bank of India. By K. N. 
Raj. (Bombay : National Information and Publications 
Ltd, 1948. Pp. 177. Rs. 12/-.) 

Dr. Raj has rendered a valuable service to students of public 
finance by writing this book on the operations of the Reserve 
Bank of India during its early years and the motives by which 
these operations were guided. The theme of the book, suitably 
illustrated with statistics and charts, was well chosen for various 
reasons. The Reserve Bank of India, which entered on its 
duties in April 1935, was one of the many Central banking 
foundations which owed its creation to monetary developments 
after the 1914—18 war. This was a period of collapsing currencies 
and chaotic conditions of Government finance in many countries. 
Currency stabilisation was an urgent need. The most promising 
route to this end was held to be the vesting of the responsibility 
for monetary management in the hands of strongly established 



1949 ] RAJ : MONETARY POLICY OF BANK OF INDIA 


437 


Central banks, exercising powers vested in them by statute 
and as far as possible independent of the State. Thus after a 
long political struggle the Reserve Bank of India was based on 
the shareholder principle and, though in intimate relations with 
the State, the Bank was to be free of Government interference 
in its day-to-day work. As in the case of the Bank of England, 
the statutory position in India has now changed and the Reserve 
Bank has become a State institution. Dr. Raj’s book thus deals 
with the first distinctive phase of the Bank’s existence. 

But the early record of the Reserve Bank also merited examina- 
tion for other reasons. It represents the case of a Central Bank, 
exercising its functions in an economy linked on the monetary 
side with sterling by the maintenance of the parity of the rupee 
at Is. 6d. sterling. Dr. Raj indicates the limitations (not neces- 
sarily disadvantageous) that such a situation imposes on the 
freedom of the central monetary authority. At the same time 
he holds that it was open to the Bank to have made a bolder 
approach than it did to the distributional problems in monetary 
management. Dr. Raj explains the lack of success in the efforts 
to develop a bill market in India largely to the reluctance of 
moneylenders and indigenous bankers to accept the discipline 
which participation in the reserve system involved. 

This illustrates one of the most interesting topics covered in 
the book, namely the influence to be expected in an undeveloped 
economy from the introduction of an advanced organ of monetary 
control. Dr. Raj sets forth the various attempts made by the 
Reserve Bank to extend the benefit of low money rates to the 
agriculturist through the medium of the “ scheduled ” banks, 
included in the Reserve system, and to the later and more 
promising efforts through the Provincial Co-operative Banks. 
The Reserve Bank was certainly hampered in this side of its 
work by the intractabilities of the Indian economic structure. 
Dr. Raj cites the case of an indigenous banker, who wrote to the 
Reserve Bank : “ Our business is based on strict secrecy and it 
will greatly hamper our business if we make up our minds to 
show our account books. . . Dr. Raj holds that a real 
reform that would overcome the rigidity of the present situation 
would have to present the rural masses with an adequate sub- 
stitute for all the services that the moneylenders and indigenous* 
bankers have so far provided. This raises the question of the 
proper scope of a Central Bank’s activity. The case for strict 
restriction of these activities is strong, as the Reserve Bank 
enjoys a privileged position, but if the new tasks cannot be 
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undertaken by a commercial bank, it may perhaps in the case 
of an undeveloped economy such as India’s be necessary for 
some official agency to undertake them. But this still leaves 
open the question whether this should be the Reserve Bank. 

In the course of his study Dr. Raj gives a critical appreciation 
of the theoretical background of central banking in the cir- 
cumstances of India and deals with the Bank’s capacity to 
regulate the supply of money by open-market operations in 
securities and in sterling exchange, which were largely governed 
by the need of ensuring that the sterling requirements of the 
Government were duly provided. This leads to a discussion 
of the methods adopted to finance the shortage of rupee resources 
needed to cover the war-time requirements of the Government 
of India and other Governments, notably the United Kingdom, 
whose purchases of war-like stores, foodstuffs and such-like in 
India greatly exceeded the value of goods imported. This was 
the genesis of the “ sterling balances ” on the one side and the 
inflationary process on the other. Dr. Raj remarks that “ of 
the total deficits of Rs. 3000 millions incurred in India between 
September 1939 and March 1946 not more than Rs. 800 million 
were met by borrowing from the public,” and that “ nearly 
two-thirds of the deficits were financed by the direct expansion 
of the liabilities of the Reserve Bank.” The inflationary phase, 
the climax of which Dr. Raj dates in the first half of 1943, nearly 
precipitated disaster, but a more active policy in the monetary 
field and by Government in the matter of economic controls in 
1943 restrained the inflation just in time. Its recrudescence 
shows, however, that the menace is still likely to test the resource 
and will-power of the authorities. 

The later chapters of the book deal with this episode of Indian 
finance, including the repatriation of India’s external debt, and 
contain Dr. Raj’s suggestions for future developments. The 
war brought tremendous problems to the Reserve Bank in its 
early formative years. Whatever shortcomings there may 
have been in coping with these problems, no reader of Dr. Raj’s 
book is likely to challenge the view that the creation of the 
Reserve Bank was timely and has equipped India with an organ 
whose value will be increasingly recognised in the new period 
of history that self-governing India has now entered. 

Cecil Kisch 


London. 
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Primitive Money in its Ethnological , Historical and Economic 
Aspects. By Paul Einzig. (London : Eyre and Spottis- 
woode, 1949. Pp. 517. 25a.) 

No doubt, unduly simple views of the nature of money have 
limited the activities of many field-ethnologists and prevented 
properly detailed investigations into the existence of money and 
its functions amongst primitive peoples. Yet economists, on the 
whole, have not profited from what information is available, 
and have adopted grossly simple views of the origin and develop- 
ment of monetary systems, assuming, without evidence, a more 
or less linear development of monetary systems from an initial 
state of barter. Dr. Einzig’s book serves as a warning to 
ethnologists and economists alike. In a masterly summary of 
the available material, recalling Sir James Frazer’s encyclopaedic 
collection of a different kind of material in The Golden Bough , 
Dr. Einzig presents the relevant facts about the uses of money 
(provisionally defined in a wide and elastic manner) amongst 
primitive peoples still surviving, without neglecting the evidences 
of prehistory and history. Clearly, ethnologists have missed 
many opportunities of delving deeper, and some of us, who have 
worked in the field, will feel that they should have done better ; 
while economists, who play with theories of the origin of money, 
are revealed as indulging in pure fantasy. 

While the principal value of the book lies in the data assembled, 
representing an enormous labour, as the excellent bibliography 
shows, economists will, no doubt, be more interested in the 
theoretical sections. Adopting a reasonably elastic definition 
of money, which precludes the use of such simple criteria as medium 
of exchange or standard of value, the author devotes some space 
to consideration and criticism of the various theories of origin 
that have from time to time been suggested, and the conclusion 
seems to emerge that money has originated and developed by a 
multiplicity of routes. In particular, there is little evidence for 
the view that money has evolved merely as a rational device for 
overcoming the difficulties of barter — it is, indeed, not uncommon 
for highly developed monetary systems to exist alongside a 
flourishing system of barter-exchange. Even less evidence 
exists for the generalisation that credit is the last refinement of a 
monetary system to emerge — in fact, we find clear indications 
of the decay of well-developed systems of credit in barter- 
economies, as money has come to take the place of credit. 

In sections devoted to the value of primitive money and 
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primitive monetary policy, Dr. Einzig is faoed with peculiar 
difficulties. In this particular field monetary theory is by no 
means settled even in its application to a modem western society, 
in spite of the all-embracing nature of a single price-system and 
fully developed arbitrage. Where, under primitive conditions, 
markets are conspicuously imperfect, currencies often multiple, 
exchange by barter flourishing alongside exchanges against money, 
the concept of price-level, or even system of prices, may have 
little meaning, and the applicability of such analytic devices as the 
quantity theory is questionable. Moreover, ethnologists have 
not, until recently, set themselves to observe with any care such 
phenomena as price-formation and price movements. 

This book should, and it is Dr. Einzig’s hope that it will, 
encourage further research by ethnologists in this important 
field. It is a field that has been too little explored, and the 
material is fast disappearing. That an economist, well known for 
his incursions into contemporary monetary problems, should have 
switched his labours with such success into a field so alien in its 
approach, if not altogether in its materials, is a challenge alike 
to ethnologists and economists. 

W. E. Armstrong 

University College , 

Southampton. 


Company Annual Reports to Stockholders, Employees, and the 
Public. By Thomas H. Sanders. (Harvard University : 
Division of Research, Graduate School of Business Admini- 
stration, 1949. Pp. xiii + 338. $3-75.) 

This American survey and resultant study of corporate annual 
reports is a painstaking piece of work much concerned with the 
presage of popular responses to the form and content of such 
documents. It is well written and well produced, and as one 
might expect there is emphasis upon those drafting requirements 
which make for a true and fair disclosure of stewardship. There is 
an air of confidence about business enterprise in America which 
suggests that it has everything to gain from responsible reporting, 
and Professor Sanders is not slow to quote a comment of Sir Henry 
Clay’s when visiting the University of Pennsylvania in 1947, to 
the effect that “ the so-called capitalist system, so far from failing, 
has been almost too successful in the interests of its own survival ; 
it has encouraged the great mass of our population to believe that 
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the inorease in wealth is easy and inevitable, and depends no 
longer on incentive and appropriate organization . . . 

Adopting the familiar institutional standpoint of account- 
ants, Professor Sanders divides the contents of his study into three 
main parts. The first deals with the scope and problems of the 
annual report itself, the second is delineated by the caption “ the 
parties of interest give their views,” while the third has the 
character of a monograph on accounting practices. 

American reports are growing into something more than a 
means of information to stockholders. The larger companies 
regard it as a public duty to disclose all material facts concerning 
their enterprises on the grounds that the more is known about them 
the greater is public confidence in them. As a consequence, the 
American corporate annual report is coming to be looked upon as 
a vehicle of public relations. Professor vSanders takes the point 
that the businessman is really engrossed in producing goods to 
satisfy human wants, “ in maximum quantity, in satisfactory 
quality, and as efficiently and cheaply as possible.” To this end 
he must organise his resources to the best possible advantage, 
a by no means easy task. So occupied he is working as much for 
his customers and employees as for his stockholders. Thus, con- 
cludes Professor Sanders, “ he must confine himself, in his annual 
reports, to telling of his problems and his efforts to deal with them 
as directly and convincingly as he can, and hope that a plain tale 
truly told will do the job.” There can be little question that this 
prospect of the function of the annual report is unassailable. 

One interesting American development, well ventilated in 
this book, has to do with the use of the annual report as a means 
of interesting employees in the financial results of a company and 
the operating policies of its management. Some companies have 
gone to the length of distributing their annual reports to all their 
employees, and there is a degree of evidence to show that some of 
the recipients are genuinely interested in the contents of these 
documents. 

It is well that Professor Sanders should bring the weight of his 
experience to bear upon the importance of objective standards of 
measurement, as exemplified by acceptable principles of account 
(so far as they go), in the construction of those financial statements 
which constitute the foundation material of all annual reports. 
At one point in his book he tells us that, in 1946, of the 525 com- 
panies surveyed 21*7% presented a single-step income statement, 
many of which classified costs by factors of production . The latter 
comment should please many applied economists, for it marks the 
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beginning of a serviceable economic classification in published 
accounts. 

There is much to be said for the furtherance of a better under- 
standing of the problems and practices of business administration 
•with a view to contributing towards their improvement. Such 
was the practical research standpoint informing the conception 
and carrying out of this work. Nevertheless, we cannot but regret 
that authors of business studies never seem to feel any vital 
necessity to pass beyond the expedient boundaries of utilitarian 
purposes. For example, although Professor Sanders does not 
neglect the case for uniformity in accounting presentations, parti- 
cularly within industries, he has evidently not felt it necessary to 
carry his study through to the deeper underlying issues of invari- 
ance as thought of in relation to both the form of accounts 
(whether applied to persons, institutions, governments or nations), 
and the standards of accounting measurement. So to have done 
might have contributed to our knowledge of the formal economic 
accounting pattern of the business enterprise sectors of national 
economies, thereby helping forward the practical development of 
social accounting. 

F. Sewell Bray 

Department of Applied Economics, 

Cambridge. 



NOTES AND MEMORANDA 


OFFICIAL PAPERS 
Transport in Ireland 

Coras Iompair Eireann (the Irish Transport Company) in- 
corporated on January 1, 1945, under the authority of the Irish 
Transport Act, 1944, operates a considerable and diversified trans- 
port system throughout Southern Ireland. The financial results 
of C.I.E.’s operations have been unfavourable, increasingly so 
since 1946. In 1948, Sir James Milne, formerly of the G.W.R., 
assisted by two British railwaymen and the Director of the Hays 
Wharf Cartage Group were asked to “ review the position . . . and 
report to the (Irish) Minister for Trade and Commerce ” on the 
means of restoring “ the financial position of the public transport 
companies ” ; co-ordinating “ rail, road and canal transport ” and 
ensuring “ the most efficient and economical transport system.” 
Their report 1 suggests certain economies, including a 5% cut in 
staff, and proposes an increase in passenger fares and a more 
intensive exploration of the revenue -earning possibilities of 
excursion tickets and other concessions. An increase in the duty 
payable by long-distance hauliers was also to be expected; but 
another suggestion for establishing a “ fair basis ” between C.I.E. 
and its competitors is more novel. Railways, inland waterways 
and public roads, it is affirmed, are all parts of a national highways 
system. Responsibility for this system should be vested in a 
Central Highways Authority. Carriers, whether by road, rail or 
waterway should contribute to the combined costs of all these 
highways upon “ a fair and equitable basis.” The railways in 
future will thus pay for the use of their tracks rather less than the 
present costs of maintenance. The Highways Authority will 
have to find the balance estimated, on 1947 figures, at about 
£500,000. This sum, it is suggested, might be raised by a general 
increase in the (motor) fuel duty. A good case can be made out 
for relieving the railways of that part of their overheads which 
is represented by their nominal capital and the costs of main- 
taining lines no longer required for strictly commercial purposes. 
But there is surely no case at all for levying these expenses, or 

1 Report on Transport in Ireland., 1948. (Dublin: The Stationery Office. Folio. 
Pp. 85. 3 e. ft*.) 
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any part of them, on to their rivals the road carriers, who neither 
need nor use these expensive and economically obsolescent railway 
tracks ? 

Equally debatable are the proposals for the future of road 
transport. C.I.E. is recommended to withdraw its own road 
services as it can improve rail connections between the same 
points. “ The activities of independent road operators for reward 
should be restricted to local services, to services in special areas or 
on routes where they would not be competing with the railways 
and canals ” (!). They and private carriers are reminded that 
“ the interest of individual traders who desire to use their own 
vehicles, and of licensed operators providing only a limited service, 
should be subordinated to the interest of the majority who have to 
rely on public services.” These drastic recommendations are 
based upon two surprisingly naive propositions. First, that “ the 
independent haulier and merchant user should supplement and 
not supplant the public service ” and second, that “ it is clearly 
in the national interest that as much traffic as possible should be 
conveyed on the railways and canals.” 

Sir James Milne and his colleagues have done their work 
thoroughly and in detail. Their Report can be commended as a 
comprehensive study of the Irish Transport system, even down to 
the condition of the hedges and the width of the swathes scythed 
alongside the tracks. There is, however, presupposed throughout 
a complete coincidehce between the interest of established public 
carriers (particularly railways) and the general welfare of the 
community. Their recommendations for the co-ordination of road 
and rail are important, consequently, more as an expression of the 
railways’ case against road competition and the public carriers’ 
against the private user. They can not possibly be defended as 
a basis for the future policy of a transport system part of which 
is now to be owned outright by the State. If, indeed, new 
methods of performing public services were to be confined to 
supplementing but not supplanting the old, just because the 
financial interests of the latter were prejudiced, technical progress 
in industries clothed with a public interest would be stopped 
except on terms acceptable to the officials who manage them. 

Gilbert Walker 


University of Birmingham. 
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The International Bank for Reconstruction and 
Development 1 

By August 10, 1947, the International Bank for Reconstruction 
and Development had granted two loans — one of $250 million to 
France, and one of $195 million to Holland (of which $4 million 
was subsequently made available in Swiss francs). During the 
year covered by the Third Annual Report, the process of making 
loans in Europe continued until it was interrupted by the launch- 
ing of the European Recovery Programme and $40 million was 
lent to Denmark, $12 million to Luxembourg (partly in the form 
of Belgian francs) and $12 million to four Dutch shipping com- 
panies (the loans being guaranteed by the Dutch Government) — 
partially in recognition of the “ substantial progress in the re- 
construction of the Dutch economy.’’ In addition, loans of $16 
million were promised for Cliile, on condition of a guarantee being 
forthcoming from the Chilean Government. And (in September, 
1948) the Bank had under consideration projects in more than 
twenty countries and had sent technical missions to thirteen 
countries. 

Further loans in Europe had been “ precluded primarily 
because of the uncertainties which have existed, first with regard 
to the content of the European Recovery Program and later 
with respect to the manner in which loans by the Bank could best 
be brought into harmony with that program.” But “ the Bank 
proposes to consult with the OEEC and ECA with respect to 
prospective loans to any of the participating countries. The 
Bank will also keep itself continually informed with respect to the 
activities and policies of the OEEC and ECA.” 

“ So far as concerns other areas of the world, large-scale Bank 
financing has not yet been possible, due largely to the length of 
time required for the preparation of specific projects up to the 
point when they are ready for financing. In part, too, it is due 
to the need in some cases for the borrowing country to take steps 
to rectify unsound economic and financial conditions which affect 
its credit.” 

This Report has to be read against the background of the 
Bretton Woods Articles of Agreement, which provided that 
among the purposes of the Bank were “ to assist in the reconstruc- 
tion and development of territories of members . . . including the 

1 International Bank for Reconstruction and Development. Third Annual 
Report, 1947-48. (Washington, D.C. : International Bank, 1948. 10J". Pp. 

48.) 
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restoration of economies destroyed or disrupted by war, the 
reconversion of productive facilities to peace-time needs . . . ” ; 
and “ to assist in bringing about a smooth transition from a war- 
time to a peacetime economy.” It is sad also to recall the opening 
speech at the first meeting of the Second Commission of the Bank 
in July 1944, in which Lord Keynes said : 

“ It is likely, in my judgment, that the field of reconstruc- 
tion from the consequences of war will mainly occupy the 
proposed Bank in its early days. But . . . there is a second 
primary duty laid upon it, namely, to develop the resources 
and productive capacity of the world . . . and so to order 
its operations as to promote and maintain equilibrium in the 
international balances of payments of all member countries.” 
{The New Economics , edited by S. E. Harris, p. 397.) 

One of the difficulties to which attention is drawn is “ the 
fact that the Bank has not been able to obtain consent to the use 
of larger amounts of non-dollar capital, or to the sale of non- 
dollar bonds in markets outside the United States.” However, 
this is not a review of the Bank but of its Third Annual Report. 
One of the few constructive suggestions which it makes is the 
remarkably unpromising one that countries might be asked to 
invest part of their foreign-exchange reserves in the Bank’s dollar 
securities. One would have preferred to read of some outcome to 
Lord Keynes’ emphasis, in the same speech of 1944, on “ the 
underlying conception of a joint and several guarantee of all the 
member countries throughout the world, in virtue of which they 
share the risks of projects of common interest and advantage even 
when they cannot themselves provide the lump sum originally 
required, thus separating the carrying of risk from the provision 
of funds ” — the risk premium being one which “ reckoned on strict 
commercial principles may be beyond the capacity of an im- 
poverished borrower to meet.” Instead we are reminded, in un- 
imaginative and apologetic fashion, of the economic and political 
instability which prevails in many countries and of the need in the 
case of some of them to re-establish credit before the repayment 
prospects of a Bank loan can be regarded as sufficient. Also the 
Bank’s resources are limited (some discussion of the nature of such 
limitation would have been useful). These considerations perhaps 
explain the statement that : 

“ It seems clear that the real measure of the Bank’s 
effectiveness will be, not so much the number or amount of 
its loans and guarantees, significant as they may be, but 
rather its success in influencing attitudes— in promoting a 
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realistic, constructive approach to development problems on 
the part of its members and in fostering a greater degree of 
confidence among investors.” 

The Bank should be well equipped for such a role. Inclusive of 
provision for taxes and of contributions to staff benefits, salaries 
and wages in the year ending June 30, 1948, came to $2,804,107 
(on August 31, 1948, the staff consisted of 435 persons). In 
addition, the cost of travel was $447,981. The budget for the 
current year indicates yet higher figures. Until some of the work 
done in the Bank is published (in the real sense of the word, i.e., 
so as to be available through booksellers) it is difficult to assess 
what kind of return the world is getting on its outlay. (The 
Administrative Budget provides for “ books and printing ” in the 
year ending June 30, 1949, only $95,800, representing a negligible 
increase on the previous year.) But possibly the staff are, and 
will remain, fully occupied in representing the Bank at the 
numerous meetings (one is not surprised to read that “ this has 
imposed a severe strain ”) of other international bodies which are 
concerned with influencing the attitude on economic questions of 
their members, and in maintaining close liaison with such bodies. 
Whether the results achieved by the Bank, and by the other bodies 
engaged on regional and international economic questions, justify 
the absorption of so many eminent and promising economists is a 
question of the utmost importance on which a Report of this kind 
cannot be expected to throw much light. 


King' 8 College, 
Cambridge. 


R. F. Kahn 
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Wesley C. Mitchell (1874-1948) 

With the passing of Wesley Clair Mitchell, the economics 
profession has lost a pioneer who established quantitative 
research on an enduring foundation and who broadened the 
horizon of economics in general. Wesley C. Mitchell was born 
in Rushville, Illinois, in 1874, the second of seven children. 
His grandparents were farmers in Maine and western New York. 
His father was a physician, and served in the Medical Corps of 
the Union Army during the Civil War, achieving the rank of 
brevet-colonel. Wounds he received in that conflict forced him 
eventually to give up his medical practice and turn to fruit- 
farming. He finally settled in Decatur, Illinois, and all the 
children helped with the farm-work. But young Mitchell, as 
the eldest son, had special responsibilities, and thus came to 
know the problems of farming at first hand. Thanks in good 
part to the interest of a great-uncle who lived with the family, 
and who was a typical Yankee jack-of-all-trades, he acquired a 
facility in the manual arts that proved an effective outlet when- 
ever he drove himself beyond the limits of fruitful activity in 
the intellectual realm. 

By the time Mitchell was finishing his junior year in the local 
high school in 1891, and the family was seriously considering 
the college possibilities, it became known that a fine university 
would open in nearby Chicago the following year. Not only 
would it provide adequate training but it was also close enough 
to home for Mitchell to help on the farm during vacation periods. 
Inquiries disclosed that the senior year at the local high school 
would not prepare him for the entrance requirements, so he 
spent that year studying by himself, and with the help of a 
short period at a “ coaching academy ” in Chicago, he was able 
to enter the first class of the University of Chicago. This proved 
to be an excellent opportunity, for during Mitchell's years at 
Chicago, the university harboured a veritable galaxy of pioneering 
spirits. There were, to name but a few, Thorstein Veblen in 
economics, W. I. Thomas in sociology, John Dewey and George H. 
Mead in philosophy, A. A. Michelson and R. A. Millikan in 
physics and Jacques Loeb in physiology. 
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Mitchell had planned to specialise in the classics, because 
in the process of preparing for the entrance examinations he 
had been moved by the poetry of Horace. He soon shifted to 
economics and philosophy, but his love of satire remained an 
element in his work, and had not a little to do with the failure 
of some of his over-serious readers to appreciate the subtlety 
of his views. In the field of economics he was inspired largely 
by Veblen — another satirist, incidentally — and J. Laurence 
Laughlin, the “head professor” of political economy; in 
philosophy he was attracted to Dewey and to Mead, who worked 
along Dewey’s lines. In writing of the influence of that “ dis- 
turbing genius ” Veblen, Mitchell said that “ no other such 
emancipator of the mind from the subtle tyranny of circumstances 
has been known in social science and no other such enlarger of 
the realm of inquiry.” And of Dewey, he said, “ no less effec- 
tively than Veblen, though with a different emphasis, Dewey 
helped an economist to drag the psychological preconceptions 
lurking behind theories of value and distribution into conscious- 
ness, and to see how they stood in the light of current knowledge.” 

The influence of Laughlin w r as more complex. Of him 
Mitchell wrote that he “ revered the body of economic doctrine 
expounded by Mill and revised by Cairnes.” Laughlin laid down 
the “ truths ” of economics in such dogmatic manner, that he 
aroused the critical faculties of the abler students. The saying 
went that they got the “ truth from Laughlin and had it explained 
away by Veblen.” But one positive aspect of Laughlin’s work 
deeply colored Mitchell's thinking ; Laughlin broke with 
orthodoxy on the quantity theory of money. To understand 
this we must look back to the great public issue of Mitchell’s 
college years : the controversy over “ free silver ” and the 
demand for the return to the bimetallic standard. The free- 
silver men contended that the declining trend of prices since 
1873 was caused by the Coinage Act of that year which had 
demonetised silver, and thus resulted in depression and un- 
employment. Their argument was avowedly based on a simple 
version of the quantity theory of money : the supply of “ standard 
money ” determined the level of prices, and consequently the 
Coinage Act, or “ the crime of 1873,” which caused a reduction 
of “ standard money ” by preventing the use of silver as money 
in the face of an ever-increasing volume of trade, was responsible 
for the decline of prices ; a return to bimetallism would restore 
prices to a “ stable ” level. The contest reached its climax in 
the presidential campaign of 1896. 
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Laughlin had begun his academic career in the middle seventies, 
just about the time this issue came to the fore, and much of his 
energies went into attacking free silver. In the nineties he 
flatly denied the validity of the quantity theory. The theory 
that prices are determined by the quantity of money, he felt, 
had no deductive, and certainly no inductive foundation, and 
he encouraged his abler graduate students to investigate the 
theory. But while Laughlin contended that the “ heresy ” of 
free silver must be outlawed, he succeeded in getting his students 
to question what Mitchell later termed the simple “ mechanical 
view ” in which the quantity theory was presented, and to 
emphasise the business considerations that enter into 'determining 
prices. 

Mitchell’s keen interest in monetary problems pleased 
Laughlin, and upon his graduation in 1896, Laughlin helped 
him to obtain fellowships for the next three years. Mitchell 
spent the second of these years abroad, first ‘studying with 
Johannes Conrad at Halle, and then with Carl Menger at Vienna. 
In 1899 he received the degree of Doctor of Philosophy summa 
cum laude. After a year with the United States Census Office, 
he returned to the University of Chicago as a teacher. 

Meanwhile, since 1896 Mitchell had been working primarily 
on a subject which had been suggested by Laughlin for his doc- 
toral dissertation ; namely, the history of the greenbacks At the 
time of its origin' this topic was far from merely an acade m ic one. 
The greenbacks were the inconvertible paper money which the 
United States Government issued during the Civil War, and 
only after considerable controversy was legislation passed 
providing for their convertibility into specie in 1879. But 
“ greenbackers ” continued to have a strong following, and 
they rested their case on much the same grounds as the “ free- 
silver ” forces. There was no little feeling in 1896 that agitation 
for greenbacks would be intensified, whether “ free silver ” won* 
or lost. 

Mitchell’s study which had begun as a short dissertation 
stretched into a prolonged inquiry, for he found that the debate, 
which had been carried on in good part on a level of irresponsible 
reasoning and loose fact-gathering, demanded careful statistical 
treatment. Instead of assembling the theoretical arguments, 
he began to gather all “ the well-authenticated statistical 
material on the subject ” and to combine it with “ speculative 
analysis.” Seven years after he had begun his work, he published 
the first instalment, covering merely the war years, under the 
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title, A History of the Greenbacks, with Special Reference to the 
Economic Consequences of Their Issue : 1862-65 (1903). The 
guiding theoretical point of the volume was that while the 
existing system of money payments — he later called it the system 
of prices — constituted an organic whole, changes or disturbances 
in one area did not immediately cause equivalent changes or 
adjustments in other areas. Not only did he find striking 
fluctuations in the broad categories of wages, interest, rent and 
profits, but also in their subdivisions. Mitchell felt, however, 
that the topic had moro ramifications than he had originally 
investigated. He therefore prepared statistical apparatus for 
a more thorough-going analysis for the entire period from 1862 
to 1879, and this appeared as Gold , Prices , and Wages Under the 
Greenback Standard (1908). The two volumes together are to 
this day the most comprehensive study of the workings and the 
“ economic disturbances ” of the greenback standard in the 
United States. 

Meanwhile, as the political struggle over and general interest 
in monetary standards waned, Mitchell began to see the problem 
in a larger way. He was now passing through his most germinal 
years. There was a sharp change of scene — this was the period 
that he spent in the* Far West at the University of California — 
from 1903 to 1912. He launched upon a comprehensive study 
of the economic system which he called first, “ The Theory of 
Prices;” then, “ The System of Prices,” and finally, “The 
Money Economy.” He was inspired by the example of Werner 
Sombart’s impressive Der moderne Kapxtalismus , Georg Simmel’s 
Philosophic des Geldes and, of course, Veblen’s famous paper of 
1900, “ Industrial and Pecuniary Employments.” Whereas 

in his greenback studies he had experienced a quick progression 
from abstract doctrine to statistical analysis, there had now 
occurred a slower and more ripening progression from a monetary 
study to the study of the whole economic system in all its varied 
phases. 

Mitchell read voluminously over a wide field, ranging from 
the latest studies in anthropology to the works of the as yet little- 
known Knut Wicksell; he prepared outlines and preliminary 
drafts of chapters that ran into hundreds of pages. He was 
especially interested in the contributions of compilers of index 
numbers, and the writers on crises and depressions. Index 
numbers, he stated in a draft, provided relatively full and exact 
information on the character of price fluctuations, and rendered 
many ideas more precise. They revealed the differences and 
No. 235 — VOL. lix. h H 
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similarities of the price changes of different articles in the same 
market and of the same article in different markets ; the relations 
between wholesale and retail prices, as well as the relations 
between the prices of raw materials and manufactured articles. 
Moreover, index numbers helped to determine the extent of the 
influence of “ cycles of business activity ” on prices as against 
that of changes in the production of precious metals. Again, 
index numbers could reveal better than arm-chair speculation, 
the correspondence in the movement of the price-level in different 
countries. Finally, the price-tables helped, at least in part, to 
show the interrelations of the various parts of the price system — 
the influences of fluctuations in the price of one good on that of 
other goods. 

As for writers on crises and depressions, Mitchell pointed 
out that like the compilers of index numbers, they had the 
advantage of starting with a concrete problem. 

“ To them the price movements are one phase of a 
general dislocation of economic relations, intimately con- 
nected both as to cause and consequence with such other 
phenomena as changes in investment of capital, business 
failures, shrinkage of production, lack of employment, 
variations in the reserves of banks, etc. They are con- 
cerned moreover with those phenomena as parts of a process 
in which all the inter-related facts develop together. These 
facts lend to their discussions a realistic air. . . . Their 
explanations,, so far as they succeed in giving them, are 
explanations of economic experience, not ... of what 
would happen under unreal hypothetical conditions.” 

Already by 1905 Mitchell was giving a course on the subject, 
entitled “ Economic Crises and Depressions ” which dealt with 
“ recurrent fluctuations of business activity.” 

The broad study occupied Mitchell for approximately five 
years, while he was also completing the second volume on green- 
backs. Its aim, he wrote in an outline dated March 1908, was 
to work out the logic and technique of the money economy, to 
show how it affected men’s actions and habits of thought, how 
they reacted against it, and how the facts developed in the inquiry 
were explained by current economic theory. Its defects, he 
felt, would be lack of adequate statistical and historical data, 
and the generality of the discussion. “ A point of view has been 
developed speculatively : scientific method requires that it be 
tested by far more extended research. That, however, is a work 
for many men.” 

From this groundwork sprang practically all of Mitchell’s 
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later products. While that inquiry never appeared as an 
integrated whole, various parts were published. From the draft 
chapter, “ The Price System and the Consumption of Wealth/ * 
which referred to the “ pathetic plight of the consumer as a 
judge of goods,” came that delightful essay, “ The Backward Art 
of Spending Money ” (1912), 1 with its sly questioning of the 
“ orthodox ” view of the role of the consumer. From other parts 
came “The Role of Money in Economic Theory” (1916), a 
critique of the neglect of the creative importance of money by 
traditional economics. By far the largest segment was woven 
into Business Cycles (1913). 

As America experienced another crisis in 1907, Mitchell’s 
interest in cycles naturally deepened, at the same time that his 
transfer for a year in 1908 to Harvard created a break that was 
favorable to a change of perspective. On his return to California 
in 1909, he initiated a detailed statistical inquiry, grounded on 
simple techniques that furnished the basis of Business Cycles . 
The massive volume consisted of three parts. “ The Problem 
and Its Setting ” comprised the leading current theories of 
business cycles, a sketch of the organisation of the money economy 
and a year-by-year record digested from leading financial journals 
of cyclical fluctuations in the United States, England, France 
and Germany from 1890 to 1911; the second part contained 
statistical data and analyses. Woven out of the observations 
supplied by these two parts was the theoretical portion. This 
final part, “ The Rhythm of Business Activity ” presented a 
“realistic account of what goes on within a business cycle.” 
His theory was that business cycles were not “ natural ” nor 
were they the outcome of strictly industrial forces ; rather they 
were a product of the peculiar institutions and habits associated 
with the money economy. 

His primal aim in the famous treatise was to show how the 
“ technical exigencies ” of the money economy subject economic 
activity to continual alternations of expansion and contraction. 
“ The theory of business cycles presented ... is a descriptive 
analysis of the process of cumulative change by which a revival 
of activity develops into intense prosperity, by which this 
prosperity engenders a crisis, by which crisis turns into a depres- 
sion, and by which depression . . . finally leads to ... a revival 
of activity.” This analysis he rested primarily upon an extensive 

1 This essay and subsequent articles referred to below have been reprinted 
in The Backward Art of Spending Money and Other Essays (New York and Lon* 
don : McGraw-Hill, 1937). 
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detailed statistical inquiry. He chose this approach beoause 
the “ problem is essentially quantitative in character, involving 
as it does the relative importance of divers forces whioh are 
themselves the net resultants of innumerable business decisions.” 
For guidance in “ the selection of statistical data, the methods 
of presentation, and the co-ordination of the results ” he used 
in large part “ ideas borrowed from theoretical writers or from 
financial journals.” But all the statistical tables and the 
“ borrowed ideas were fitted into a framework provided by a 
study of the economic organisation of today, which showed that 
the industrial process of making, and the commercial process 
of distributing goods are thoroughly subordinated to the business 
process of making money.” The whole discussion consequently 
centered about the prospect of profits, or, in a period of acute 
strain, the avoidance of bankruptcy. The most significant 
factors are the prices constituting business receipts and expenses, 
the “ volume of sales effected at the prevailing margins of profit, 
the need of having currency to make payments and of obtaining 
loans in adequate amount from banks and investors.” But 
knowing the important factors, and the fluctuations each under- 
goes, is not enough. The difficult part lay in following the 
“ interactions of these factors through all the permutations that 
brighten or darken the prospects of profits and make easy or 
difficult the maintenance of solvency.” So conceived, Mitchell’s 
study was constantly subjected to the test of conformity to 
actual behavior of the money economy and his work constantly 
open to revision as more data and fruitful hypotheses appeared . 1 

The book was epoch making. It not only showed the 
tremendous possibilities of detailed quantitative study but it 
also led to a conception of the economic order in terms of the 
changing phases of the business cycle. It increasingly forced 
men to appreciate the mighty though unpleasant reality of the 
ebb and flow of business as an “ activity.” Soon, the literature 
of economics would speak of “ business cycles,” not of “ com- 
mercial crises.” Perhaps one of its greatest contributions lay 
in the fact that the book was the first convincing attempt to 
bridge the gap between the belief in general over-production by 
the business community and the denial of that possibility by the 
main tradition in economics. But to Mitchell this treatise was 
only one part of his self-imposed task to study the money economy. 

1 As Professor Walter W. Stewart, one time Economic Adviser to the Bank 
of England, pointed out in a letter to the writer : Mitchell’s procedure of 
“ analytical narrative, tested quantitatively ” was a marked advance towards 
the ideal of combining statistics with history. 
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Other parts of the design were developed after another shift 
in his location. 

A year after resigning from the University of California in 
1912, Mitchell joined Columbia University. It was felt that as 
a “ man interested in theory and equipped to attack theoretical 
problems in a truly scientific spirit, and with the aid of the broadest 
training here and abroad,” he was the long-sought successor to 
John Bates Clark. Mitchell’s one course, “ Types of Economic 
Theory,” excellently fitted into his research program. He had 
long planned that a book on that subject should follow Business 
Cycles. A preliminary outline for the projected treatise began 
by pointing out the “ need of social economic reform to the end 
of securing fuller opportunity for development to larger numbers.” 
The great need, he wrote, was knowledge — knowledge com- 
parable in certainty to that which was the basis for industrial 
advance. The book would attempt to characterise and criticise 
current theories; it would analyse the role played by instincts 
and institutions in the development and modification of the 
existing order, describe the means of studying them and applying 
that knowledge. 

When Mitchell first came to Columbia, he had planned to 
devote himself to “ types of economic theory ” in the sense of 
“ contemporary,” but as he progressed with his work he became 
increasingly impressed with the need for an exhaustive study 
of the school from which the dominant stream of economic 
thought traced its origin. Thus he began a detailed investiga- 
tion of the classical school in 1916. But he intended to print 
this separately as an introduction to the originally projected 
book. He spent a number of years on that particular manuscript, 
but after he completed it, with his sense of careful workmanship, 
he laid it aside in the expectation of polishing it up at some more 
convenient time. His article, “ Bentham’s Felicific Calculus,” 
was published from that manuscript in 1918, and had much to 
do with the reconsideration of the role of Bentham not only in 
economics but also in other social sciences. At a much later 
date, he drew from that manuscript his equally revealing “ Pos- 
tulates and Preconceptions of Ricardian Economics ” (1929). 

In that early period he continued to publish pioneering 
articles on index numbers of security prices in the Journal of 
Political Economy. And his often reprinted The Making and 
Using of Index Numbers (1915), issued by the United States 
Bureau of Labor Statistics, is still a basic requisite for students 
of economic statistics. 
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Investigations for his main book were delayed by a call to 
public service. During World War I, he headed the Price 
Section of the Division of Planning and Statistics of the War 
Industries Board. Under his guidance a number of bulletins 
were prepared which supplied a large part of the information 
available on war-time prices and price control. 

After completing his tasks for the Government in 1919, 
Mitchell joined his old teacher Veblen and such other leaders as 
James Harvey Robinson and Charles A. Beard to establish the 
New School for Social Research in New York City. Three 
years later, in 1922, at the urgent request of his former colleagues, 
he returned to Columbia. His course, “ Business Cycles ” 
became the training ground of an eminent group of investigators 
in quantitative research ; his course, “ Current Types of Economic 
Theory, ” enriched by his work on the classical school, appealed, 
both in scope and content, to the abler students not only in 
economics but also in the other social sciences at the University. 

Meanwhile in his New School period, he was chiefly instru- 
mental in organising the National Bureau of Economic Research. 
Its object was to “ conduct quantitative investigations into 
subjects that affect public welfare ” with the aim of ascertaining 
“ fundamental facts within its field as accurately as may be, 
and to make its findings widely known.” The first study issued 
by the Bureau was in the basic field of national income. Mitchell 
collaborated with Frederick R. Macaulay, Oswald W. Knauth, 
and Willford I. King to produce Income in the United States , Its 
Amount and Distribution: 1909-1919. The aim was to “deter- 
mine whether the national income is adequate to provide a 
decent living for all persons, whether this income is increasing 
as rapidly as the population, and whether its distribution among 
individuals is growing more or less unequal, and to sift the 
divergencies among the current estimates.” 

Hardly was this completed in 1921 than Mitchell found 
himself and the Bureau, by the force of circumstances, moving 
toward a fresh attack on business cycles. The United States 
was again in a depression. He not only used new materials 
but also he now had the advantages of the knowledge that the 
Bureau staff had gained in studying the fluctuations of the national 
income. He conducted this new inquiry in much the same way 
as the early one, but now there were complete volumes, at long 
intervals, to replace the original parts. Not until 1927 was the 
first volume ready, Business Cycles : The Problem and Its Setting . 
It was much richer than the first part of the earlier volume. 
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Where originally the business annals covered four countries and 
a period of twenty-one years, they now embraced seventeen 
countries, and the material went as far back, in the case of 
England and the United States, as 1790. It was further enriched 
by including from the earlier drafts of the “ Money Economy,” 
an illuminating account of “ The Evolution of Business Economy.” 
Nineteen years later, in collaboration with Arthur F. Burns, 
his successor as director of research of the Bureau, he published 
a portion of the second part, Measuring Business Cycles , which had 
the advantage of greatly improved techniques. Mitchell was then 
seventy-two years old but he kept on with the plan of completing 
the theoretical part, “ The Rhythm of Business Activity.” 

The strain on Mitchell was heavy. Thus in 1941, while 
unwilling to allow the entire original volume to be reprinted, 
he gave his consent for the theoretical part, on the ground that 
he had “ no assurance that my working capacity will last long 
enough to let me be in at the finish.” The task had already 
become the work of many men, as he had long envisaged. 

Mitchell responded time and again to calls from the Govern- 
ment to serve on committees that would increase and extend 
objective knowledge. The National Bureau prepared for com- 
mittees growing out of President Harding’s 1921 Conference on 
Unemployment, those comprehensive surveys Business Cycles 
and Unemployment (1923) and Recent Economic Changes (1929); 
then in 1929 President Hoover appointed Mitchell chairman of 
a committee to study social trends in the United States, and the 
outcome was Recent Social Trends (1933). During President 
Franklin D. Roosevelt’s regime, he was appointed in 1933 a 
member of the National Planning Board of the Federal Emergency 
Administration of Public Works, and for the next two years he 
served on the National Resources Board. 

For his contributions to the advance of knowledge, Mitchell 
received high honors. He was awarded honorary degrees from 
the University of Paris and from leading universities in the 
United States. He was choseii president of the Econometric 
Society, the American Statistical Association and the American 
Economic Association ; in 1938 he was president of the American 
Association for the Advancement of Science, an office held only 
once before by a social scientist. He was the first recipient, 
in 1947, of the American Economic Association’s Francis A. 
Walker Medal, which was to be awarded at intervals of no less 
than five years to a “ living American economist who has in the 
course of his life made a contribution of the highest distinction 
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to economics.” He was also an honorary fellow of the Royal 
Statistical Society, and served as George Eastman Visiting 
Professor at Oxford in 1930-31. The pleasure of this sojourn 
was enhanced by his appointment as a Fellow of Adam Smith’s 
old college, Balliol. 

Mitchell’s constant concern was the increase and diffusion 
of objective knowledge in general, and quantitative research in 
particular. His increasing emphasis on statistical research was 
the outgrowth of long and painful experiences, beginning with 
the period of the free-silver controversy. He had been deeply 
impressed with the lack of anything resembling adequate know- 
ledge for the great economic tasks during World War I. The 
criticisms of statistical inquiry, generally phrased in the form 
of limitations of statistical research, left him cold. He himself 
had used those criticisms in his early work when in the absence 
of data he often fell back simply on “ qualitative analysis,” 
but he soon felt that such criticisms were used primarily to avoid 
the hard labor to obtain the data. In the same way, he dis- 
counted heavily the dependability of traditional and inherited 
“ wisdom.” “ By this I mean,” he wrote, “ that I don’t believe 
that accumulated experience over many years is so safe a guide 
in managing affairs as objective knowledge, when the latter can 
be attained. . . . What I really have come to think is that man’s 
best prospect of improving his lot is knowledge resting upon 
analysis of humad behavior as we can observe its manifestations 
objectively in large groups of people.” 

Not least of his gifts was a unique talent for securing co- 
operative effort, whether in teaching, research or government 
service. He was magnanimous in sharing credit for intellectual 
endeavors. And he preferred to attribute error to ignorance 
rather than to malevolence or self-interest. He had a strong 
congenital faith in human decency. He was chary in imputing 
bad faith, and had an unusual capacity to meet the minds, and 
win the agreement, of businessmen and labor leaders, of statesmen 
and scholars. This not only gained a wider appreciation of 
his views but also helped him to organise large and co-operative 
efforts of research. In his spiritual and material encouragement 
to aspiring scholars of a variety of viewpoints, in his steadfast 
adherence to the cause of free inquiry and objective standards, 
and in his tenacity of purpose in pushing investigations to their 
roots, Wesley C. Mitchell embodied the highest ideals of the 
universal republic of learning. Joseph Dorfman 

Columbia University. 
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Wesley Mitchell in Oxford 

It is appropriate in these columns to add a brief notice on 
Wesley Mitchell’s year in Oxford as Eastman Visiting Professor. 
This was a notable episode. His public lectures for under- 
graduates were, it is true, not altogether successful. His tempo 
was too slow, and he greatly underrated the maturity and intel- 
ligence of the typical Oxford undergraduate. His subject also 
was ill-chosen. He opened his principal course with an analysis 
of Jevons’s Utilitarianism and its relation to the proper presup- 
positions of economic study. This was a favourite theme for 
exhaustive exploration by a large group of professional philo- 
sophers in Oxford, clever, subtle and mellow minds, who pub- 
lished little, but were past masters in the lecture room. It was 
an error of judgment for Mitchell to enter into competition with 
such men on such a well-worn topic. It is to be feared that most 
undergraduates deserted his course before he had completed his 
treatment of Jevons. But this was a trivial matter. His im- 
portant work lay in a different sphere. 

Economics had been a subject of serious study in Oxford for 
only eight years. A team of some twelve teachers had been 
gradually collected in the course of that period, all, save for the 
professor, very young men. Over taxed with teaching, in 
accordance with tho Oxford tradition, living and working in 
separate colleges, and lacking any central institution, they 
tended to be isolated units. Mitchell at once understood their 
problem, and with his “ unique talent for securing co-operative 
effort,” he did much to bring them together into a cohesive group. 
Sub-faculty meetings there had been, to conduct business, and 
economic discussion clubs, in which a member would choose his 
own subject to raise for discussion. Mitchell arranged that they 
should meet each week under his auspices and carry forward 
some central theme. They should get to know each other’s 
problems and think in terms of co-operative work and mutual 
assistance. 

It is idle to indulge in the historical hypothetical ; this de- 
velopment might have occurred had Mitchell never come. The 
fact remains that regular meetings to discuss some single theme 
dated from his visit, were organised by him and continued to be 
a characteristic feature of Oxford economics until 1939. This 
organisation of the economists made their own sense of the need 
for a central institution more urgent, and enabled them to press 



460 


THE ECONOMIC JOURNAL 


[SEPT. 


this upon the University authorities and the Rockefeller Founda- 
tion. The whole group took an active interest in the inception 
of the Institute of Statistics, some working in it, all watching its 
growth closely. Soon afterwards the technique of collective 
interviews of business men was developed, Oxford Economic 
Papers was initiated, and the collective work of Oxford economists 
began to attract attention. 

In the ideological sphere also Mitchell may have had some 
influence. Opinions will differ about its importance, but one at 
least deems it substantial. Oxford was not likely to be won over 
to Mitchell’s very austere form of economic empiricism. The 
strong philosophical background there created the opposite danger 
of an extremely theoretical approach, with stiff controversies 
on methodological or terminological matters. This danger was 
averted. The Oxford group watched the development of 
Keynes’s ideas with most sympathetic interest, but did not feel 
any impulse to engage in party warfare about them. Mitchell’s 
influence may at least have made some contribution to the keen 
interest which was characteristic of Oxford economics in the 
’thirties, in empirical verification and field inquiry. 

Be that as it may, there is no doubt that the personality of 
Mitchell, with his objectivity and cautious judgment, made a 
marked impression. There was a charming relation between this 
experienced and venerable senior and the group of young Oxford 
teachers, most of them in their twenties. They cherished the 
fondest memories of him. 

R. F. H. 


CURRENT TOPICS 

The Annual Meeting of the Royal Economic Society was held 
at the London School of Economics on Thursday, June 23, 1949. 
Professor D. H. Robertson was re-elected President of the 
Society. Sir Henry Clay was elected Vice-President. Professor 
W. A. Lewis was elected to fill a vacancy on the Council. After 
the formal business, the President briefly addressed the Society 
on the subject “ On Sticking to One’s Last.” This was followed 
by a discussion. 
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The Secretary reported on the membership and finances of the 
Society as follows : 



1948 

1947 

1946 

1939 

1914 

New Fellows and Library Members 
elected ..... 

674 

493 

474 

490 

50 

Fellows lost by death, resignation, 
or default .... 

429 

397 

298 

i 

496 

33 

Number of Fellows and Library 
Members on Dec. 31st 

5,294 

5,049 

4,953 

4,572 

694 

Total Compounders included in 
above total .... 

1,979 

1,953 

1,860 

1,155 

159 

Surplus of Income over Expendi- 
ture, together with receipts from 
Compounders 

£3,056 

2,511 

j 

2,505 

329 

278 


The Secretary also reported that the Royal Economic Society 
had been invited to adhere to a new International Economic 
Association that it was proposed to establish. The Council had 
had the matter under close consideration for some months past 
and had been represented at the discussions of the project in 
Paris. It had now decided that, subject to certain conditions, 
the adherence of the Royal Economic Society should be approved. 


By the death of Sir Frederick Ogilvie, Master of Jesus College, 
Oxford, the Royal Economic Society has lost a valuable member 
of its Council. We shall hope to publish an obituary notice in a 
forthcoming issue of the Economic Journal. 


Mr. E. A. G. Robinson, Secretary of the Royal Economic 
Society, and Mrs. Joan Robinson have both been appointed to 
Readerships in Economics in the University of Cambridge. 


Mr. M. G. Kendall has been appointed to a Chair in Statistics 
tenable at the London School of Economics. 






RECENT PERIODICALS AND NEW BOOKS 

Journal of the Royal Statistical Society . 

Vol. CXI, Part III, 1948. The Validity of Comparative Experiments : 
F. J. Anscombe. The Teaching of Statistics : J. Wishart. Medical 
Statistics : M. Greenwood. 

Oxford Economic Papers . 

Vol. I, No. 2, June 1949. The Function of Exchange Rates : R. G. 
Hawtrey. A Comment by Sir Hubert Henderson . Profits in British 
Industry from 1924 to 1935 .y R. Rope. Some Thoughts on the Nature of 
Interest : E. V. Morgan. ^Static Models and Current Problems in Inter - 
national Economics : T. Balogh. The Theory of Comparative Costs 
Reconsidered : G. M-. Meier. Oligopoly and Imperfect Competition : 

E. G. Dowdell. 'The Foundations of Welfare Economics : I. M. D. 
Little. The Origins of Industrial Peace : the Case of the British Boot 
and Shoe Industry : Elizabeth Brunner. A Note on Current Marxist 
Definitions of the National Income : D. Seers. A Note on Price and 
Quality : N. H. Leyland. 

Economica . 

February 1949. Prospects of Labour : E. H. Phelps Brown. The 
Valuation of the Social Income : I. M. D. Little. Economics of the 
Wheat Agreement : H. Tyszynski. The Propagation of Ricardian 
Economics in England : S. G. Citeckland. The Distribution of Earned 
and Investment Incomes in the United Kingdom : E. C. Rhodes. 

May 1949. The Economist in the Twentieth Century : L. Robbins. Mr. 
Harrod's Dynamic Theory : J. R. Hicks. The German Currency Re- 
form and the Revival of the German Economy : F. A. Lutz. The Opinions 
of Horsley Palmer : J. K. Horsefield. Relaying the Foundations : 
W. J. Baumol. ■ 

The Manchester School of Economic and Social Studies . 

Vol. XVII, No. 1, January 1949. Economic Change in the North-West : 

F. V. Meyer. The Restriction of Foreign Trade: A. Henderson. 
Some Results of the Distribution of Industry Act , 1945 : J. Sykes. Retail 
Sales per Employee : J. A. Hough. Internal Migration in Victorian 
England : A. K. Cairncross. A Shipyard from Within : R. S. Stokes. 
Statistics relating to the North-West . 

Vol. XVII, No. 2, May 1949. The Economic Survey for 1949 : E. 
Devons. The Development Areas : J. Sykes. An Agricultural Pro- 
duction Function for the United Kingdom , 1924 to 1947 : K. S. Lomax. 
Federalism and Finance : A. H. Birch. The Concept of a Dollar 
Shortage : T. Balogh. The Economic Recovery of Belgium : R. PAqukt. 
The British Monopolies Act : W. A. Lewis. Statistics relating to the 
North-West. 

The Political Quarterly . 

April-June 1949. Record of the Labour Government in the Social Services : 
Barbara Wootton. The Labour Party's Record in Foreign Policy : 
W. N. Ewer. Human Rights : B. A. Wortley. “ Apartheid ” — 
South Africa's New Native Policy : I. S. Lloyd. The Silent Revolution : 
M, K. Adler. A Problem in Colonial Government : Marjorie Nichol- 
son. Recent French Books : J. P. Mayer. 

Population Studies. 

March 1949. European Migration Potential and Prospects : J. Isaac. 
Age at Marriage and Marital Fertility : Colin Clark. The Canadian 
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Sample for Labour Force and other Population Data : N. Keyfitz and 
H. L. Robinson. Using the Pao as the Primary Sampling Unit . Some 
notes and reflections on the possibilities of a census of China by sampling : 
Chih-Ang Chiang. Summary Indices of the Age Distribution of a 
Population : H. Hyrenius. A Note on Standardized Rates : B. D. 
Karpinos and J. B. Chassan. 

The Sociological Review. 

Vol. XXXVIII, Section 1, 1946. School and Society (Addresses given at 
the Summer Conference organised by the Institute of Sociology , July- 
August, 1945 : edited by Miss D. M . E . Dymes). The Challenge : H. C. 
Dent. The Vocational Content of the Social Education of Teachers : 
Catherine Fletcher. Art and Handicrafts %n School and Society. 
Music as a Medium for the Synthesis of School and Society : R. R. Kimbell. 
Literature as Medium for the Synthesis of School and Society : J. A. 
Lauwerys. Religion in School and Society : W. M. Jones. The 
Relation between Skill, Competence, Success and the Development of 
Personality . What is General Knowledge ? : A. Pinsent. Social Skills : 
T. H. Pear, K. Wood, K. E. Barlow, F. J. Wood. Rehabilitation 
Methods at an R.A.F . Centre : C. J. S. O’Malley. Visual Education : 
O. Neurath, C. Rawnsley, O. Bell. Local Survey Courses with Army 
Units : M. Hardiman. The Multi-Bias School as a Social Experiment : 
Sir E. Graham Savage. Conclusion : A. Pinsent. 

Vol. XL, Section 8, 1948. The Inheritance of Values : K. G. Collier. 

International A Jfairs. 

April 1949. Trends in American Policy : D. W. Brocjan. The Heritage 
of Western Civilization : E. L. Woodward. Communism and National- 
ism in South East Asia : H. M. Vlekke. Economic Changes in Eastern 
Europe since the War : Dorreen Warriner. The United Nations in a 
Divided World : Kathleen D. Courtney. The Present Outlook in the 
West Indies : C. W. W. Greenidge. Diplomatic Origins of the First 
World War : Isabella M. Massey. 

July 1949. Economic Developments in Western Germany : Sir Cecil 
Weir. Anglo-Irish Relations : H. E. Sean MacBride. Indonesia : 
H. J. van Mook. France , England, and the Arab States : R. Montagne. 
Communism and the Churches : H. M. Waddams. Social Responsibility 
in the Lebanon : Irene C. Soltau. Observations on Colonial Planning : 
W. E. H. Stanner. 

The Eugenics Review. 

April 1949. The Mixing of Races and Social Decay : Bishop of Birming- 
ham. The Gallon Laboratory : its work and. aims : L. S. Penrose. The 
Galton Lecture, 1949. Problems of Childbearing : J. W. B. Douglas. 

Soviet Studies. 

Vol. I, No. 1, June 1949. From Munich to Moscow : E. H. Carr. 
Comment on Soviet Economic Statistics : M. H. Dobb. The Discussions 
on Varga's Changes in the Economy of Capitalism (R.S.). Zhdanov's 
speech to the philosophers : an essay in interpretation : J. and M. Miller. 
The monthly Journal of the Moscow Patriarchy ; an analytical survey of 
contents, 1943-47 (R.S.). 

Bulletin of the Oxford University Institute of Statistics. 

February and March 1949. Juvenile Labour SupjJy : K. Godson. 
Britain , O.E.E.C. and the Restoration of a World Economy : T. Balogh. 
Sweden's Economy , 1946-1949 : I. Ohlsson and G. Cederwall. 
Notes on Estimating National Income Components : P. D. Henderson, 
D. Seers and P. F. D. Wallis. 

April 1949. A Note on State Regulation of Fann Incomes in New Zealand : 
W. Rosenberg. British Industrial Recovery : D. Seers. The Dis- 
tribution of Industry : T. Balogh. 



464 


THE ECONOMIC JOURNAL 


[SEFT. 


London and Cambridge Economic Service . 

Vol. XXVII, Bulletin II. May 1949. The Budget and Economic Policy : 
F. W. Paish and R. C. Tress. British Trade Prospects : C. F. Carter 
and A. D. Roy. The Changed Distribution of Purchasing Power : W. B. 
Reddaway. Post-War Factory Building in the Development Areas and 
the Rest of Great Britain : J. Sykes. Building and Civil Engineering : 
I. Bowen. The Index of Industrial Production : A. Adams. Finance : 
F. W. Paish. Prices : R. G. D. Allen. Wages and Earnings : A. L. 
Bowley. World Commodity Survey : C. F. Carter. Canada : D. C. 
MacGregor. 

The Banker . 

April 1949. The “ Rayner " Case : M. Megrah. Is Gold too Cheap ? : 

C. G. Tether. Disinflation without Tears . The Town and Country 
Planning Act : J. Milnes Holden. Argentina's Post-War Experiments : 
N. A. D. Macrae. Future of the Stock Exchanges . Balance of Payments 
of the Colonies : A. R. Conan. 

May 1949. High Taxation for Ever ? Will America Change the Gold 
Price ? : H. Bratter. The Future of Lancashire Cotton . 

June 1949. Scottish Banking Expansion : F. W. Forge. Europe and 
the Dollar . Canada's Exchange Problem : G. S. Dorrance. Conditional 
Convertibility for Sterling ? : C. G. Tether. Credit Policy in the United 
States : F. E. Daniels. Can South Africa Face Realities f : D. 
Farquharson. Progress in Welsh Industry : E. V. Morgan. 

The Bankers' Magazine. 

April 1949. Precarious Balance. Bank Deposits as 'Trust Funds : 

D. Paluster. The Distaff Side : W. Ridley. 

May 1949. Stem and Harsh. The Reparation Fiasco : M. J. Bonn. 
Inflationary Potential and Prices : E. H. Stern. Issuing Bank Interest 
Certificates for Income Tax Purposes : G. Whillans. 

June 1949. Endorsement Unnecessary : W. Ridley. Bank Advances to 
Farmers : S. G. Hooper. Obituary on Two Death Duties : D. Paluster, 

Barclays Bank Review. 

May 1949. The Dilemma in Public Finance. British Colonial Policy in 
Tropical Africa. British Invisible Exports . 

Lloyds Bank Review. 

April 1949. J Nationalization : Lord Brand. Canada and the World 
Economy in the Making : W. A. Mackintosh. British Horticulture : 
F. A. Secrett. 

July 1949. Britain and European Recovery ; D. H. Robertson. Liberty , 
Equality and Full Employment : Honor Croome. 

The Midland Bank Review. 

May 1949. The Growing Importance of Government Finance. Development 
Areas. The Progress of De-control. 

National Provincial Bank. 

May 1949. Financing the Welfare State : Lord Cher well. The 
Property Outlook : H. G. Hodder. 

The Three Banks Review. 

No. 1, March 1949. What has Happened to the Rate of Interest ? : D. H. 
Robertson. 

No. 2, June 1949. Developing Colonial Agriculture : W. A. Lewis. 
British Investments in Latin America. The Royal Bank and the '45. 

Westminster Bank Review. 

May 1949. Labour's Part in Britain's Economic Recovery : J . H. Richard- 
son. Reflections on the Budget. Economic Survey , 1949 , Food from 
the Sea . Farm Incomes , Rents and Land Values. 
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Planning. 

Vol. XV, No. 296. Can Communities be Planned ? 

Vol. XV, No. 297. The University Student , selection and awards. 

Vol. XV, No. 298. U.N. and the Agencies. 1. Staffing Problems. 

Vol. XVI, No. 299. Housing Policy Abroad. 

Planning Outlook. 

Vol. I, No. 2. Planning and Power : J. Forrester. The Rural Pattern : 
J. W. R. Adams. Value Contour Maps : B. Anstey. The Influence 
of Microclimate on Planning : W. E. Graham. 

Progress. 

Spring 1949. A Management Insurance Policy : N. Nicolson. Human 
Factors in Industry : J. R. L. Anderson. The House of Atkinson. 
Industry' 8 Place in the New Towns : L. Brett. Rose Brothers 
(Gainsborough) Ltd. : G. Romilly. The Future of British Design : 

B. Hollo wood. New Horizons for Management : D. Mitrany. 
Essential Oils : Margaret Costa. 

Town and Country Planning. 

Vol. XVII, No. 65. The National Parks Bill. The Town and Country 
Planning Association : D. Donnelly. Planning and Electricity Pro- 
duction : A. G. H. Dent. Outlook for the Countryside : C. S. Orwin. 
Plan for Central and South East Scotland : G. Bell Parker, 

Progress. 

Summer 1949. C = B : E : R. Calder. Industry and the Film : H. 
Thomas. Nutfall in the Solomons : R. Leach. School for Management : 

C. A. A. de Boinville. British Transport at the Crossroads : A. G. 
Marsden, The Future of Farming in Britain : J. A. Duncan. 

The United Africa Company Limited Statistical and Economic Review. 

No. 3, March 1949. Produce goes to Market. Statistics. The Manilla 
Problem. 

Journal of the Statistical and Social Inquiry Society of Ireland. 

Vol. XVIII, 1947-48. One Hundredth arid First Session. An Economic 
Basis for Irish Agriculture : J. Johnston. Theories of Adjustment 
of the Balance of Payments under Fixed Exchanges : B. Menton. Excess 
Demand a?id Investment in the United Kingdom : B. R. Williams. 
Natality in Dublin in the Years 1943, 1944 and 1945 : S. Lyon. 

The Canadian Journal of Economics and Political Science. 

May 1949. The Modem Party State : H. McD. Clokie. The Theory of 
Elections in Single-Member Constituencies : D. Black. The Generalized 
Bi-System Multiplier : J. S. Chipman. Malthus on the High Price of 
Provisions : H. G. Johnson. 

The South African Journal of Economics. 

March 1949. The Case for Increasing the Price of Gold in Terms of all 
Currencies : W. J. Busschatj. A Comment : C. S. Richards. Liquid 
Fuel from Coal : H. R. Raikes. The Base Minerals (excluding coal) 
of the Union of South Africa : E. M. Little. Basic Economese — new 
science or new language : I. S. Lloyd. The Elasticity of Committee 
Decisions : D. Black. 

The Indian Journal of Commerce . 

Vol. I, Nos. 2 and 3, September 1948. Special number. Indian 
Banking and Currency Problems. The Future of Foreign Capital : N. R. 
Barker. A New Approach to the Analysis of the Theory of Agricultural 
Indebtedness ; P. S. N. Prasad. Indigenous Banking in India : V. L. 
D’Souza. Co-operative Banking in India : D. B. H. L. Kaji. Land 
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Mortgage Banking in India : K. K. Sharma. Foreign Exchange Banking 
in India : B. S. Audholia. The Financing of Foreign Trade of India : 
B. N. Chatterji. The Development of Marketing Finance in India : 
D. S. Sastri. Bank Failures in India : S. K. Muranjan. Banking 
and Currency Statistics in India : D. V. Rajalakshman. Banking 
Legislation in India : M. L. T annan. The Nationalization of Banks 
in India : N. G. Ranga. The Organization of a Bill Market in India : 
P. Das Gupta. Stock Exchange Reform : K. L. Garg. India's Sterling 
Loan to Britain : Sir A. H. Ghuznavi. Inflation and Output : A. K. 
Das Gupta. India and the Dollar Problem : L. Sundaram. Post- 
war Tendencies in Indian Banking : B. T. Thakur. Foreign Banks in 
India : M. Subedar. Banking Frauds in India : N. V. Sonalkar. 

Tata Quarterly. 


January 1949. 
Review . 


India' s Balance of Trade . Economic and Financial 
International Labour Review . 


February 1949. Housing and the Economic Crisis in Great Britain ? 
Marian Bowley. Job Classification in the Netherlands : A. N. van 
Mill. Holidays with Pay in the Construction Industries — Labour - 
Management Co-operation in the Undertaking : Recent Surveys in France , 
the United Kingdom , the United States and Canada . 

March 1949. Manpower Problems and Prospects in Madagascar : M. de 
Coppet. Social Legislation in Uruguay : A. S. Fretre. The Guaranteed 
Weekly Wage in the British Metal Trades : J. B. Jefferys. Fishermen's 
Conditions of Employment. 

April 1949. The I.L.O. Manpower Programme. A Decade of Labour 
Legislation in India , 1937-1948 : I. Conditions of Labour of Refugees 
and Displaced Persons. 


The Quarterly Journal of Economics. 

February 1949. The Taft-Harilcy Act : S. H. Slighter. Britain's 
Economic Problem : T. Balogii. The Secular Trend in Monetary 
Velocity : C. Warburton. The Internal Organization of the Firm and, 
Price Formation ; an illustrative case : R. M. Alt. The Mathematical 
Foundations of Economic Theory : R. G. D. Allen. 

The Annals of the American Academy of Political and, Social Science. 

March 1949. Reappraising our Immigration Policy . 

Fifty-fifth Anniversary Index of The Annals. Cumulative Index , 
1941-1945 (Volumes 213-242). 

May 1949. The Soviet Union since World War II. 


The Journal of Political Economy. 

April 1949. A Survey of Contemporary Economics : G. J. Stigler. 
Have we Underestimated Increases in Rents and Shelter Expenditures ? : 
S. J. Maisrl. The Future Locational Pattern of Iron and Steel Produc- 
tion in the United States : W. Isard and W. M. Capron. Spanish 
Banking Schemes before 1700 : Earl J. Hamilton. Financial Re- 
sources of Trade- Unions : N. Belter. Toward a New Theory of Monetary 
Sovereignty : K. K. Kurihara. 

June 1949. Food and Agriculture in the Soviet Union , 1917-48 : M. K. 
Bennett. The Communist Manifesto in Sociology and Economics : 
J. A. Schumpeter. Communists in German Labor Organizations : 
M. A. Kelly. Socialism , Communism , and International Trade : 
B. F. Hoselitz. Fabian Political Economy : P. M. Sweezy. Soviet 
Production Estimates : R. T. Nichols. 

The Review of Economics and Statistics . 

February 1949. The General Motors Wage Agreement of 1948 : A. M. 
Ross. The Significance of the 1948 General Motors Agreement : M. W. 
Reder. How to Manage the National Debt : S. E. Harris, L. H. 
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Seltzer, C. C. Abbott, R. A. Musgrave and A. H. Hansen. Some 
Experiments in Demand Analysis : A. R. Prest. Devaluation and the 
Trade Balance : A. O. Hirschman. The Planning of Investments in the 
Soviet Union : H. Hunter. Personal Income Tax Reduction in a 
Hypothetical Contraction : M. I. White. The Long -Wave Depression , 
1873-97 : R. Fels. 

May 1949. Koopmans on the Choice of Variables to be Studied and of 
Methods of Measurement : R. Vining. A Reply : T. C. Koopmans. 
A Re fonder : R. Vining. Effect of Income Changes on the Rate of 
Saving : G. Katona* Introduction to Various Views on the Monopoly 
Problem : E. S. Mason. Advertising Outlays under Oligopoly : R. W. 
Jastram. A Dynamic Aspect of the Monopoly Problem: C. Kaysen. 
The Large Firm and its Suppliers : M. A. Adelman. The Development 
of Monopolistic Competition and the Monopoly Problem : A. Nicols. 
Some Final Comments : E. H. Chamberlin. The Optimum Wage 
Rate : B. H. Higgins. Some Limits to the Income Elasticity of Income 
Tax Yields : W. Vickrey. Note on “ Stocks ” and “ Flows ” in 
Monetary Interest Theory : W. Fellner and H. M. Somers. Timing 
and Flexibility of a Public Works Program : S. J. Maisel. A Note on 
Velocity : H. M. Oliver. 

The American Economic Review . 

January 1949. The 1948 Directory of the American Economic Association 
(as of June 15 , 1948). 

March 1949. Science and Ideology : J. A. Schumpeter. Bentham and 
J . S. '"Mill : J. Viner. Public Expenditure Policy : P. J. Strayer. 
Federal Reserve Policy and Federal Debt : L. V. Chandler. Law and 
Economic s of Basing Points : J. M. Clark. Pricing in Monopoly and 
^ Oligopoly : J. S. Bain. The State of the “ New Economics ” ; H. S. 
Ellis. Equilibrium of the Firm : R. A. Lester. New British Law 
on Monopoly : Ruth Cohen. 

May 1949. Papers and Proceedings of the sixty -first Annual Meeting of 
the American Economic Association . John Stuart Mill's Principles : a 
centenary estimate : V. W. Bladen. Round Table in Commemoration 
of the Centenary of the Communist Manifesto : the Sociology and Economics 
of Class Conflict : F. C. Mills, T. Parsons, D. McC. Wright. Current 
Research in Business Cycles : R. A. Gordon, T. C. Koopmans. Inter- 
regional Variations in Economic Fluctuations : R. Vining, P. Neff. 
The Theory and Measurement of Price Expectations : T. Schultz, H. 
Working. Liquidity and Uncertainty : A. G. Hart, J. Marschak. 
Input-Output Analysis and its Use in Peace and War Economies : W. 
Leontief. Problems of the ITO : Margaret S. Gordon, J. H. Furth, 
J. A. Loftus. The Economic Consequences of Some Recent Antitrust 
Decisions : M. A. Adelman, W. H. Nicholls, A. Nicols. Possibilities 
for a Realistic Theory of Entrepreneurship : W. T. Wasterbrook, G. H. 
Evans. The Economics of Preparedness for War : A. Smithies, E. T. 
Grether. Present Issues of the Latin- American Economy : J. S. 
deBeers, F. Pazos. Commodity Marketing — going where ? : J. K. 
Galbraith, A. Cahen, A. A. Hood, W. F. Crowder, R. Cox. Round 
Table on Transportation, and Public Utility Problems : R. L. Dewey, 
Round Table on Economic Research : H. S. Ellis, P. T. Homan, E. M. 
Hoover, G. W. Ensley. 

Social Research . 

March 1949. Economic Progress in Underdeveloped Countries : H. W. 
Singer. The Conservative Party in Britain since 1945 : E. Willenz. 
New Trends in Social Insurance : Frieda Wunderlich. The West 
and the East : E. Heimann. Bibliography on Max Weber : H. Gerth 
and Hedwig I. Gerth. Eschatological Thinking in Western Civilization : 
A. Salomon. 

Econometrica. 

April 1949. A System of Equations Explaining the United States Trade 
Cycle , 1921 to 1941 : Colin Clark. Identification Problems in Economic 
No. 235 — vol. lix. 1 1 
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Model Construction : T. C. Koopmans. A Scheme of International 
Compensation : L. R. Klein. A Scheme of International Compensation : 
M. H. Ekker. 

Foreign Affairs . 

January 1949. Stalin on Revolution : Historicus. No Peace , No War : 
M. Beloff. Rift and Realignment in World Labor : D. Dubinsxy. 
Limits of Economic Planning ; Barbara Ward. The Commonwealth 
Problem : union or alliance ? : R. G. Menzies. Roots of Revolution in 
Latin America : D. M. Dozer. European Recovery : a look ahead : Sm 
Arthur Salter. Benes and the Soviets : E. TAborsk^. Diplomacy on 
the Danube : J. C. Campbell. 

April 1949. Regional Pacts : strong points or storm cellars ? : H. F. 
Armstrong. Canada and the North Atlantic Alliance : L. B. Pearson. 
The Illusion of World Government : R. Niebuhr. France gets to her 
Feet : A. Geraud. France Looks Abroad : E. Herriot. The 
Psychology of Canadian Nationalism : H. Maclennan. Europe after 
1952 : the long-term recovery problem : J. H. Williams. Turkey Faces 
the Soviets : N. Sadak. The Conservative Approach to Politics : B. 
Dexter. Must Britain Plan Mass Emigration ? : Brinley Thomas. 
The Promise of the World Trade Charter : C. Wilcox. The Russian 
Population Enigma : E. M. Kulischer. 

Industrial and Labor Relations Review . 

April 1949. The Meaning of the Union Shop Elections : J. A. Hogan. 
The Settlement of Work Jurisdictional Disputes by Governmental Agencies : 
P. Fisher. The Problem of Jurisdiction of National and State Labor 
Relations Boards : J. Ackerman. Tripartitism in the National War 
Labor Board : R. G. Dixon. 

The Journal of Economic History . 

Supplement : The Tasks of Economic History . Supplement VIII, 1948. 
Inflation and Controls , Pennsylvania , 1774-1779 : Anne Bezanson. 
The Manipulation of Economic Unrest : C. Brinton. The Centenary 
of Marx and Mill : V. W. Bladen. The England of Marx and Mill as 
Reflected, in Fiction : W. O. Aydelotte. Laissez Faire and Stats 
Intervention in < Nineteenth-century Britain : J. Bartlet Brebner. 
Unrest in France in 1848 : A. L. Dunham. Economic Discontent in 
Medieval Western Europe : R. E. Turner. The Economic Background 
of Plato's Communism : C. B. Welles. 

May 1949. The Decline of Railroad Consolidation : W. N. Leonard. 
Franklin as Demographer : A. Aldridge. French Entrepreneurship 
and Industrial Growth in the Nineteenth Century : D. S. Landes. 

The Southern Economic Journal. 

April 1949. Recent Developments in Railroad Freight Rates : J. P. 
Carter. The Regional Significance of the Integration Movement in 
the Southern Textile Industry : S. Barkin. Industrialization and the 
South : J. V. Van Sickle. Organization and Collective Bargaining in 
the Local Mass Transportation Industry in the Southeast : F. Meyers. 
The Mediation Process : E. L. Warren and I. Bernstein. Coordination 
of Federal and State Income Taxes : E. W. Reed. 

Agricultural History . 

January 1949. Eastern Antecedents of the Grangers : F. Mere. The 
Farmers' Alliance and the Farmers' Union ; an American-Canadian 
Parallelism : D. F. Warner. The Kinkadd Act and its Effects on 
Western Nebraska : A. R. Reynolds. Agricultural Expansion into 
the Semiarid Lands of the West North Central States during the First World 
War : L. P. Jorgenson. The Tree Farm Movement : its origin and 
development : P. F. Sharp. The Traffic in Seeds and Plants from 
England's Colonies in North America : Sarah P. Stetson. My Im- 
pressions of William Marshall : G. E. Fussell. The French Agri- 
cultural Questionnaire of 1814 ; The Circular Letter and Becquey , The 
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Model Agricultural Questionnaire , and the Reply for the Arrondissement 
of Lisieux : translated and edited by M. K. Flaningam. 

Journal of Farm Economics . 

Vol. XXXI, No. I, Part 1. February 1949. Coming Readjustments 
in Agriculture — domestic phases : J. D. Black. Discussion of Professor 
John JO. Black? 8 Paper : T. W. Schultz. Coming Readjustments in 
Agriculture — the international phase : D. A. Fitzgerald. A Planner's 
View of Agriculture' 8 Future : R. G. Tugwell. Planning under the 
Research and Marketing Act of 1946 ; a study in the sociology of know- 
ledge : E. C. Banfield. Adaptation of the Farm Capital Structure to 
Uncertainty : D. C. Horton. A Note on Bilateral Monopoly , with 
special reference to seasonal agricultural labor : A. J. Morin. Recovering 
the Investment in Limestone : D. B. Ibach. 

Vol. XXXI, No. I, Part 2. February 1949. Proceedings Number. 
Agriculture in a Stabilized Economy : E. G. Nourse. Agricultural 
Policy : O. B. Jesness, R. K. Froker. The Agricultural Act of 1948 : 
H. C. M. Case. Food Supply Problems : S. E. Johnson, C. E. Kellogg, 
C. Taeuber and Irene B. Taeuber, J. F. Booth, Sir Herbert Broad - 
ley, H. B. Rowe, M. H. Button, A. P. Benson, E. C. Wilcox and W. H. 
Ebling. Roundtable on Fats and Oils : O. A. Day, W. H. Jasspon, 
R. J. Eggert. Roundtable on Livestock Marketing Research : G. S. 
Shepherd, A. A. Dowell and G. Engelman. Roundtable on Farm 
Labor : J. D. Black, K. L. Bachman, M. Janssen, T. N. Hurd, L. S. 
Hardin, G. V. Haythorne. Roundtable on Land Use Policy in the 
River Basins : G. E. Young, C. M. Hardin, H. A. Steele, R. W. 
Harrison, Roundtable on Cotton Marketing : L. S. Ellis, N. A. Abra- 
hamsen, W. E. Paulson. Roundtable on Formula Pricing of Class I 
Milk under Market Orders : T. M. Adams, W. C. Welden, S. Johnson, 
C. W. Pierce, R. W. Bartlett. Roundtable on Effects of Technological 
Changes on Cost Reduction in Agriculture : S. E. Johnson, G. T. Barton, 
H. DeGraff, J. E. Wills, C. M. Elkinton, C. R. Sayre. Panel 
Discussions on Workshops : J. Ackerman, M. Myers, M. M. Tharp, 
K. T. Wright. Roundtable on Operation of the Research and Marketing 
Act of 1946 : N. Clark, H. C. Trelogan, R. R. Renne. Roundtable 
on World Trade : B. W. Allin, D. S. Anderson, Helen C. Farnsworth. 
Roundtable on Problems of Graduate Students : E. L. Butz, K. E. Ogren, 
H. G. Diesslin, S. O. Berg, C. W. Allen, C. L. Scroggs. Roundtable 
on Marketing Research : L. Spencer, R. G. Bressler. Roundtable 
on Cooperation : H. Hedges, J. K. Stern, F. Robotka, O. IJlrey, 
G. W. Rupple. Roundtable on Size of Farms : F. J. Welch, D. G. 
Miley, B. H. Kristjanson, LeR. W. Schaffner, K. T. Wright, S. W. 
Warren, H. J. Meenen. Roundtable on Risk and Finance : F. F. 
Hill, R. C. Engberg. Roundtable on Fruit and Vegetable Marketing : 
M. P. Rasmussen, H. W. Bitting, R. A. Kelly, D. E. Hathaway, 
M. E. Cravens, M. Abrahamsen. Roundtable on Outlook Information * 

G. Montgomery, L. C. Cunningham, L. F. Miller, D. McNeal. 
Roundtable on Objective Evaluation of Soil Conservation ; L. S. Robertson, 

H. B. James, E. L. Sauer, C. W. Crickman, E. O. Heady. Roundtable 
on Farm Taxation : N. J. Wall, T. F. Haygood. Extension Methods : 
T. R. Timm, J. C. Bottum, L. F. Stick, Z. L. Galloway, W. Ogg. 
Research Methods : W. C. Waite, W. W. Cochrane, R. M. Walsh. 
Teaching Methods : O. R. Johnson, A. J. Brown, B. F. Alvord, C. G. 
McBride. 

American Affairs . 

Vol. XI, No. 2, April 1949. Economics of a Classless Society : D. McC. 
Wright. Marxian View as a Point of Departure : T. Parsons. Design 
for an American Socialist State : Sen. R. A. Taft. Problem of Mass 
Unemployment : L. C. Walker. 

Studies in Business and Economics (College of Business and Public 
Administration , University of Maryland ). 

December 1948 . Income Receipts of Individuals in Maryland . 
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Review of Social Economy. (Marquette University.) 

March 1949. The Place of Economics in Liberal Arts Colleges and Semin- 
aries : J. F. Cronin. Ethics, Data for the Economist : E. C. Killeen. 
Economic Trends in China, and in Central and Western Europe : E. 
Bouvier. The Catholics of the Americas and Cooperation : A. F. Ribas. 
The Christian Obligation of Employees to Reach and Maintain Maximum 
Production : M. E. Schirber. The Canadian Economy and the En- 
cyclicals : A. Surveyer. Some Economic and Ethical Considerations 
for Legislation Protecting the Consumer : Sister Mary Yolande. 
Teachers' Cooperative Training Courses : E. H. Winteroalen. Graduate 
Dissertations in Economics, 1935-1947 : P. A. Fitzpatrick. 

Revue d' Economic Politique . 

J anuary-February 1949. A propos de la coordination des transports. 
Ripartition d'un objectif -production entre deux activitis : A. Sauvy. 
Structure de la fortune privie s en France : F. Trevoux. L'or para- 
monitaire : F. Herbette. A propos du bilan national : P. Vend*c. 
La revolution keynesienne : G. Trancart. 

March-April 1949. fjpargne et investissements : P. Lambert. L'itat 
actuel du systime des paiements intemationaux : J. Rueff. La thiorie 
psychologique de la formation des prix devant la critique contemporaine : 
H. Denis. Les raisonnements fondamentaux de la “ thiorie generate " de 
Keynes : A. Ehrhardt. La conjuncture, carrefour des disciplines 
economiques : A. Vincent. 

Revue de Science et de Legislation FinanciZes. 

January-March 1949. La reforme fiscale : H. Laufenburger. Nature 
juridique des pinalites fiscales : M. W aline. La reforme monitaire dans 
les zones occidentales allemandes : R. Stucken. Le problime du finance - 
ment des prestations agricoles : A. Mazerolles. Chroniques financiires : 
P. Jouantque ©t Ch. Esziary. 

Population. 

January-March 1949. L'Institut national d' etudes dimograph iques : 
organisation, travaux et risultats : R. Peltier. Des lois dans leurs 
rapports avec la population : J. Doublet. Progris technique et ri- 
partition profes8ionnelle de la population : A. Sauvy. La prevision des 
naissances d'apris les declarations de grossesse : P. Vincent. Enquite 
demographique en Ocianie frangaise : C. Valenziani. La situation 
demographique de la Grande -Bretagne . Comparaison avec celle de la 
France (2® partie) : J. Bourgeois-Pichat. 

Statistiques et Etudes Financier es. 

March 1949. Les successions et les donations declaries en 1947. Les 
contributions directes et les taxes assimilies en 1947. L' imposition des 
binifices industriels et commerciaux en France et d Vitranger. Pays Bas : 
le budget pour V exercice 1949 . Pologne : la riforme fiscale. 

April 1949. Situation provisoire des recettes et des dipenses de VEtat pour 
1949. Riflexions sur les variations de la masse monitaire. Canada : 
La situation iconomique et financiire de 1946 d 1948. E tats -Unis : Le 
Revenu national en 1948. Italie : Le Plan Fanfani de reconstruction 
immobilize. Suisse : La question de la riforme des finances fidirales. 

May 1949. Les comptes spiciaux du Trisor . Le recensernent des auto- 
mobiles du 24 septembre 1948. Grande -Bretagne : le budget de 1949- 
1950 et la situation iconomique. Italie : le budget de 1949-1950 et la 
situation iconomique. U.R.S.S. le budget fidiral de 1949 . 

Supplement Finances Comparers. No. 1, 1949. L'imposition des 
binifices agricoles dans V Union Frangaise et d Vitranger. L'imposition 
des binifices industriels et commerciaux en France et d Vitranger. Allc- 
magne Occidentale : la riforme fiscale de 1948. Allemagne Orientate : 
la riforme bancaire et monitaire de 1948. Tchicoslovaquie ; la liquidation 
de la riforme monitaire de 1945 et la riorganisaiion bancaire de 1948 . 
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Journal de la Sociiti de Statistique de Paris, 

January-February 1949. Les nombres indices : R. Roy. Lea pour - 
fendeurs de statistiques : C. Penglaou. Chronique des statistiques 
bancaires et des questions monitaires : M. P. Cauboue. 

MarCH-April 1949. La statistique des images : L. Amy. Essai sur les 
bases de la piriodisation de Vhistoire : E. Cavaignac. Normes de la 
statistique, du calcul des probability et des erreurs de mesures : A. Pallez. 
Interpretation statistique des Epreuves de priUvement effectuies dans 
Vindustrie : M. Dumas. Chronique de demographic : P. Gasc. 
May-June 1949. Contribution d la statistique des codts de production en 
agriculture : P. Razous. Les fluctuations de la construction d' habitations 
urbaines : L. Flaus. 

Revue de VInstitut International de Statistique, 

Vol. 10, No. 1/4, 1948. Les valeurs typiques d'ordre nul ou infini d'un 
nombre aUatoire : M. F rochet. The analysis of market demand. An 
outline of methods and results : R. Stone. Sur la mesure du codt de la vie 
et du pouvoir d* achat : A. Sauvy. 

Documentation £ conomique , 

Vol. VII, No. 26, 1948. 

Vol. VII, No. 27, 1948. 

Banque, 

November 1948. llquilibre budgitaire et defense du franc : B. Nogaro. 
Investissements intemationaux et reconstruction europeenne : G. Fain. 
La monnaie et le credit dans la Chine de Tchiang Kai Chek : A. Horace. 
Une Etude sur lefinancement des entreprises moyennes : G. Petit-Dutaillis. 
La formation professionnelle bancaire ; M. Schlogel. 

Revue de VInstitut de Sociologie, 

October-Deckmber 1948. U Evolution du potentiel demographique de la 
population beige de 1846-1939 : R. Olbrechts. Administration 
publique et ProgrEs technique : H. Janne. Chronique du Mouvement 
8cie)diflque. 

January-March 1949. Democratic et Science politique : D. Warnotte. 
Chronique du Mouvement scientifique , 

Bulletin de VInstitut de Recherchcs iSconomiques et Sociales, 

December 1948. U analyse structurelle des variations economiques : J. 
Akerman. La transformation economiquc de la Belgique de 1832 d 1844 : 
P, Scholler. Analyse des phinom&ies logistiques d Vaide de la courbe 
normals inUgrale ; L. Dor. 

March 1949. La conjuncture economique de la Belgique : L. H. Dupriez. 
Statistiques economiques courantes, 

April 1949. Sociologie et morale : J. Leclercq. Les rapport sentre la 
sociologie et la science economique : J.-E. Mebtens. Pratique religieuse 
et milieux : Claire Leplae. Un Bondage sur la culture des dtudiants : 
L. de Groote. 

June 1949. La Belgique en 1948, Les finances publiques beiges en 1948 : 
A. E. Janssen. Les finances privees : C. Roger. Uindustrie charbon- 
niire beige devant la menace des impoilations : C. D. de Lespaul. Le 
mouvement social : A. Woronoff. La construction : A, Vasanne. 
L' agriculture beige en 1948 : K. Pinxten. La situation Economique du 
Congo beige : M. Masoin. Prix , consommation , balance et revenue : 
F. Baudhuin. La mitallurgie en 1948 : R. de Strycker. Le com- 
merce extirieur de la Belgique en 1948 et au dEbut de 1949 : J. Jussiant. 

Kykios. 

Vol. II, No. 4, 1948. Greatness and Decline of Planned Economy in the 
Hellenistic World (Second Part and End) : L. Einaudi. Internationale 
Gemeinsamkeiten und nationale Eigenarten der Finanzpolitik : F. Neu- 
mark. Stability monitaire et commerce international : G. U. Papi. 
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Vol. Ill, No. 1, 1949. Zur Probkmatik vielformiger Wirtschaftsordnungen : 
A. von M#hlenfels. Unemployment and Unemployment Policy in 
England : G. Akerman. Geldtheorie und Qeldpolitik . Zu dem gleichna- 
migen Buck von J or gen Pedersen : E. Schneider. 

De Economist. 

March 1949. Analyse van een nationaal budget : G. Stuvel. Com- 
paratively little attention has been paid to the form of 44 National 
Budget ** suggested by the Central Plan Bureau. Fundamental is a 
consistent separation of the three spheres in which the economic process 
unfolds itself : these are the spheres of income, wealth and (consumption) 
goods. There follows a lengthy exposition of the form in which the 
national budget should be summarised. Een nieuw werk over de om - 
loopssnelheid van hat geld : Tj. Greidanus. A lengthy and detailed 
review of a new book on the rapidity of circulation of money written by 
Professor Zijlstra. Zijlstra builds on the work of Irving Fisher and 
Holtrop. In the course of his comments the reviewer discusses the 
fundamentals of monetary theory, in particular considering the “mechanic 
theories,* * the 44 claim -theory *’ and the 44 cash -balance theory.** The 
point of view of the writer is to be found in his book on The Value of 
Money , published in 1932. Criticisms of that book made by Zijlstra 
are considered and answered. The conclusion of the writer is ex- 
pressed in the following sentence : 44 What is the significance of the 
rapidity of circulation for the causal explanation and determination of 
the value of money ? The answer must be : in a direct sense, none at all.** 

April 1949. Over arbeidsduur en walvaartspeil : L. M. Koyck. A 
critical valuation of the work by Dr. Verdoorn (on the length of the 
working day, and the relation between duration of work and productivity 
and the general question of welfare) noticed in the Economic Journal 
of September 1948. The treatment of certain points would have 
gained in clearness and elegance if the author had applied the modem 
theory of Hicks : this line of thought is illustrated and developed. De 
Zwitserse goud — en dollarpolitielc : A. J. G. Bruynis. While practically 
all European countries have been struggling with an enormous gold and 
dollar scarcity, Switzerland on the other hand has been wrestling with a 
relative superfluity of gold and dollars. As a consequence of the measures 
taken to deal with the situation, there has emerged a free dollar market 
alongside the official dollar market. The writer analyses the position of 
Switzerland in recent years and considers the gold and dollar policy of the 
National Bank. 

Schweizerische Zeitschrift fur V olkswirtschaft und Statistik. 

April 1949. Die Berechnung des schweizerischen Volkseinkommens und ihr 
Erkenntniswert : U. Zwingli. Der Foderalism>us in der schweizerischen 
V erkehrspolitik : F. Wanner. Ein neues Werk ilber den volkswirt - 
schaftlichen Gesamtprozess : H. Born. Statistical Investigation of 
Capital Formation : J. Judik and R. Notel. 

Aussenwirtschaft . 

March 1949. Die Schweiz in der intemationalen Wirtschaft ; H. Hom- 
berger. Die Neuordnung der gesetzlichen GrundlagenfUr die schweizerische 
Wdhrung : P. Keller. Der europaische Zahlungsplan und die Schweiz : 
F. Aschinger. 

Sociiti de Banque Suisse . 

Bulletin No. 2, 1949. Le probUme du placement des capitaux de Suisse : 
R. Speich. 

Zeitschrift filr die Gesamte Staatwissenschaft . 

Vol. 105, No. 2. Macht und Recht im Vdlkerleben : W. Grewe. Die 
DM - Wdhrung : D. Hopker - Aschoff. Economic Structure and Planning : 
T. Surany-Unger. Morphologic und Katalaktik als Grundlage volkswirt - 
schaftlicher Planung : H. Peter. Die Wirtschaftspolitik des Als-Ob : 
L. Miksch. Ijlndien dans V Economic des Etats andins : L. Baud in. 
Bduerliches Kleineigentum in Sudilalien : F. Vochting. 
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WeUwirtschaftliche8 Archiv. 

Band 82 : Heft 1. It is a real pleasure to be able to welcome the re- 
appearance, in its long-familiar format, of W eltwirtschaft Archiv , now 
edited by Dr. Fritz Baade, and published by Hoffmann und Campe 
Verlag, Hamburg. The principal Contents are as follows : Gustav 
StoVper : F. Baade. An obituary notice. The Concept of Elasticity 
in Economics : T. Suranyi-Unqer. The early theories of elasticity 
developed by Cournot and Marshall were based on contemporary 
concepts in the field of physics. More recent ideas in that field would 
attach to the concept of elasticity the quantitative relationship between 
a primary change under some external influence and the opposing force 
which tends to Restore the original position when the force making for 
the primary change is withdrawn. Such a concept has important 
applications to economics. August Lbscli : Anton Zottmann. An 
obituary notice, followed by a list of the writings of Dr. Losch and 
an unfinished manuscript by him entitled Theoric der W ah rung. In this 
the author works out a monetary theory based in its first part on the 
assumption of a single world currency ; its main theme is the transfer 
problem; it pursues the series of movements of purchasing power and 
prices throughout the system. In the second part the author introduces 
partial currencies and gradually approaches the complications of reality ; 
the problem of distribution in space remains dominant; the author 
follows up in minute detail the price -level movements and fluctuations 
of Der Zins in der Kapitalistischen und Sozialistischen Wirtschaft : G. 
Mackenjroth. The inter-relations between savings capital and real 
capital, the money rate of interest, the real rate of interest and savings, 
first in a modern capitalist economy and second in a socialist economy. 
For this purpose the author distinguishes various alternative forms of 
socialism and discusses the means of capital formations in them and 
in the Soviet economy. Zvr Liquiditatstheorie der Zinses : E. Sc hneider. 
The author argues that Lord Keynes’s liquidity theory of interest is 
identical with the “ loanable fund theory,” and the latter has a wider 
application. Methoden und M oglichkeitcn fur cine deutsche Auslands- 
marktforschung : (\ Katferer. The author argues that German export 
trade would greatly benefit by the institution of a central office of 
foreign information. Die N ationalisierung des Verkehrswesens in Gross - 
britannien. A note on the forms of organisation of socialised transport 
in Great Britain. 


Europa Archiv . 

Vo l. IV, No. 5. Das kalkulierte Risiko . Die Verfassung der bolschcivistis- 
chen Partei . Die Sozialpolitik in den Vereinigten Staaten von Amerika . 

Vol. IV, No. 6. Definition des Angrcifers und B e ista nds > 'crp fl icht ungen 
in den europaischen Vertragen der Nachkricgszeit. Entschliessungen des 
zweiten Jahreskongr esses d,er Europaischen Union der Foderalistcn ( UEF ) 
in Rom. Tonnage und Transporte nach dem Kricge. Die Sozialpolitik 
in den Vereinigten Staaten von Amerika. Eisenbahn Luff- und Schiffs- 
giltterverkehr . 

Vol. IV, No. 7. Ein neues Stadium der eruopdischcn Einigungsbewegung : 
E. Kogon. Das Projekt einer Europaischen Versa mmlung. Schluss - 
folgerungen und Empfehlungen des Briisseler Kongresses der Europaischen 
Bewegung . Der Wortlaut des SecJmndchtekommuniques uber die Grenz - 
berichtigungen im Westen. Die Reparationsleistungen der sowjetischen 
Besatzungszone Deutschland# . Die Verstaatlichungen in der Tschecho - 
slowakei. 

Vol. IV, No. 8. Die Bilrde des Meissen Mannes. Afrika im politischen 
Weltbild der Gegenwart . Die osteuropdische Wirtschaftsr evolution. Die 
Reparationsleistungen der sowjetischen Besatzungszone Deutschlands , 
Past 2 . Der Wortlaut des Atlantikpaktes. 

Vol. IV, No. 9. Flucht nach Europa ? Die sowjctische Aussenpolitik 
und der Abachluss des Atlantikpaktes. Afrika im politischen Weltbild 
der Gegenwart . Deutsche Industriereparationen 1948. Revision des 
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deutschen Reparationsprogramms. Die Tennessee VaUey Authority als 
regionales Planungsexperiment. 

Vol. IV, No. 10. PolUische Qrundprobleme einer europdischen Foderation . 
Urn die politische Struktur der westeuropaischen Zusammenarbeit . Der 
Berliner Blockade im Ost-West-Konflikt, Die Standardisierung von 
Verbrauchsgiitem in Deutschland . Das ndchste Stadium der westeuro - 
pdischen Wirtschaftsplanung . Deutsche Auslandsguthaben. 

Vol. IV, No. 11. Die Anf tinge der amerikanischen Ruhrpolitik . Italiens 
Weg aus dem Kriege ( 1943-1945 ). Das Aufforstungsprojekt der Sowjet- 
union fur 1950-1965 . Vorschldge zur Lbsung des deutschen Flilchtlings - 
problems. 

Vol. IV, No. 12. Orenzen und Moglichkeiten des Europa -Statutes. Die 
Vereinigten Staaten in der europdischen Bildung. Die vertraglichen 
Begelungen uber deutsche Qebietsabtretungen 1945-1949. Wirtschafts- 
planung und Planwirtschaft in West-und Osteuropa. Der Aussenhandel 
der sowjetischen Besatzungszone Deutschlands 1945 bis zur Gegenwart. 

Giornale Degli Economisti e Annali di Economia. 

J anuary-February 1949. Gli Studi di Vilfredo Pareto sulle funzioni di 
domanda e offerta : G. Sensini. Nuovi problemi dalla polemica Scorza - 
Pareto : E. Zaccagnini. Una Generalizzazione delle equazioni di 
Pareto -Slutzky : A. Bobdin. Uanalisi Pareto -Slutzky della domanda e 
la teoria delle imposte sui consumi : E. D’ Alb ergo. IUcherche “ sidla 
curva dei redditi ” : R. I)’ Ad dario. Sulla curva dei redditi : F. 
Giaccardi. Alla scuola di Vilfredo Pareto e Majfeo Pantalconi : B. 
Griziotti. 

Bivista Italiana Di Demografia e Statistica. 

September 1948. L'ereditarietd della feconditd dal punto di vista statistico : 
F. Savorgnan. La numerositd delle popolazioni animali : G. Sensini. 
Di alcune definizioni insidiose e delle forme fondamentali di una distri - 
buzione statistica : L. Galvani. Efficacia della selezione e tavole selezionate 
di mortalitd nelV assicurazione vita : G. De Meo. La “ statistica morale ” 
ieri e oggi : G. Schepis. Consider azioni su alcuni fenomeni demografici 
nella popolazione italiana dell Eritrea, dal 1882 al 1923 : V. Castellano. 
Applicazione dei profili grafici pluricaratteristici alle indagini di statistica 
aziendale : N. Ghelli. 

Bivista di Politica Economica. 

December 1 948. IIP Convegno di Studi di Economia e Politica Industrials. 
L' opera di Pareto nella tradizione italiana degli studi politici : L. Amoroso. 
Genealogia di Vilfredo Pareto : L. A. Finanza neutrale , finanza extra - 
fiscale c politica economica : C. Arena. 

Economia Inter nazionale. 

Vol. II, No. 1, February 1949. Alcune reflessioni sul commercio 
europeo : A. Loved ay. Risparmio, progresso tecnico e disoccupazione : 
C. Gini. SulVimposta equa e sulVutilitd marginals della moneia : C. 
Jordan. Emanuele Sella : M. Fasiani. Componenti e significaio 
della velocitd circolare delta moneta : A. Franchini-Stappo. 

Review of the Economic Conditions in Italy. 

March 1949. Unemployment in Italy : F. C. D’Anna. 

Italian Economic Survey. 

J anuary-February 1949. Lights and Shades. Italy's Four Year 
Economic Plan. 

Maroh-April 1949. Italy's Foreign Trade . 

Critica Economica. 

February 1949. Leggi e monopoli : A. Fiaocadori. II nuovo indirizzo 
scientifico neU' economia americana : J. Griziotti. 



1949] RECENT PERIODICALS AND NEW BOOKS 475 

Banco, Nazionale del Lavoro Quarterly Review . 

January-March 1949. Bilateral and Multilateral Trade : C. Gini. 
The Italian Long-Term submitted to the O.E.E.C . ; R. Tremelloni. 
Southern Italy : A. Molinari. Italy's State Budget , 1945-48 : G. E. M. Z. 

Ekonomisk Tidskrift. 

LI, No. 1, March 1949. Structural Phases in Swedish Industrialism : 
Johan Akerman. An analysis of Swedish cyclical data for the period 
1860-1938 designed to identify “ structural ” phases. This is a supple- 
ment to the similar investigation into the experience of the U.S.A., 
England, Germany and France, included in the author’s Ekonomisk 
Teori, Volume II (reviewed in this Journal, September, 1946). The 
results may be summarised as follows : ( 1 ) The history of industrialism 
in Sweden reveals two important turning-points, 1904 and 1932. The 
former marked the emergence of Sweden as an industrialised country 
with its level of activity dominated by the course of investment in 
timber and pulp, engineering and iron ore. The second date — the 
trough of the world depression — inaugurated the phase of economic 
planning. (2) Up to the turn of the century the course of the trade 
cycle in Sweden was determined largely by the timing of crises in the 
United States. After 1904 Sweden was more under the influence of 
business fluctuations in England. (3) Sweden was much later than 
England and the U.S.A. in arriving at her first turning-point ; and she 
remained in the second phase for a much shorter period of time. (4) 
The Kitchin and building cycles in Sweden have diverged from those of 
the U.S.A., but there is a fair correspondence betweon the ordinary 
cycle in the two countries. This is partly explained by the impact of 
America’s four-yearly Presidential election on the course of business 
activity. (5) The study supports those theories which stress the 
importance of uneven growth of investment during periods of upswing. 
Recent Tendencies in Soviet Statistics : Arnold P. Aizsilnjeks. A series 
of revealing quotations from Soviet literature on the role of statistics 
and mathematics in economic “ science.” The key-note is given by 
M. N. Smit (Economic Institute, Soviet Academy of Science), who 
declares that “ bourgeois statistics is dominated by the formal mathe- 
matical method. This method is used by bourgeois statisticians to 
draw a veil over capitalist exploitation and to create a false picture of 
the capitalist economy.” According to A. L. Katz, a marxist analysis 
shows that in the period 1922-29 total roal purchasing power in the 
United States increased by only 5-6% and the total real wages of the 
workers did not rise by more than 1%; whereas, according to the 
mendacious calculations of capitalist statisticians, the output of con- 
sumption goods in America in that period rose by 30% and the purchasing 
power of the population by 30-33%. Western statistics of national 
income are nothing but a fraud. Those who concoct them count things 
twice over and treat as income 44 items which should be regarded as 
losses, e.g., expenditure on State administration and imperialist armies, 
church revenues, and the incomes of lawyers, judges, brokors, speculators, 
etc.” (It is an engaging thought that Mr. Vyshinsky’s service as Chief 
Prosecutor in those infamous trials was a negative item in the national 
income of the Soviet Union !) Mr. Varga is sharply criticised for resorting 
to tainted bourgeois sources which led him to say that “ the American 
population consumed 20% more foodstuffs than are necessary for a 
normal sound diet.” ( Changes in the Capitalist Economy as a result of 
the Second World War, 1946). 

Nordisk Tidsskrift for Teknisk Okonomi. 

Nos. 1-4, 1948. This issue of the journal, four numbers in one, is a 
festschrift in honour of Professor Zeuthen on his sixtieth birthday. All 
the articles are in English. A note at the end says that negotiations are 
in progress for the journal to continue as a joint “ Scandinavian 
Econometric Review.” Discontinuities of employment cycles : Johan 
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Akerman. The pattern of the trade cycle has undergone big changes 
due to structural economic alterations, and different explanations of 
it are necessary at different periods. International Accounting : Odd 
Atjkrust. A system of accounts suitable for describing economic 
activity within a group of countries and the relations between the group 
and the rest of the world is proposed. A Comparison of the respective 
conditions on which social and private building enterprises may be granted 
government loans : Rachel Bager. Polysony -Poly poly : Borge 
Barfod. A concise algebraic statement of the margined conditions of 
equilibrium of the firm under monopsony, duopsony and poly(p)sony. 
Some Notes on the Structure of the Duopoly Problem : Hans Brems. The 
“ Theory of Games ” in its present form is not considered to be applicable 
to duopoly analysis because the condition of perfect information is not 
fulfilled. Various recent contributions to duopoly theory are sum- 
marised, and the author constructs a set of equations relating to the 
multi-period planning of a duopolist under conditions of uncertainty. 
The (not too surprising) result is that “ any parameter of action will be 
used to such an extent by either duopolist that small changes in the 
discounted sum of his purchases will bring about small changes of equal 
size in the discounted sum of his revenues, irrespective which para- 
meter of action he chooses to change.” A note on business planning 
and interest rates : Harald Dickson. The Hicksian concept of the 
preferred production plan is made very precise. A few remarks on the 
Application of Statistical methods in industry : G. Fagerholt and A. 
Hald. Price Theory and Reality : Bjarke Fog. Business men deny 
that they aim to maximise profit, but this relates to the short-run only, 
and the maximisation assumption is applicable when long-run considera- 
tions are taken into account. Average rather than marginal cost is 
the basis of price fixing, though from the long-run point of view this is 
not incompatible with profit maximisation; theory ignoros the time 
dimension of marginal cost. Fixed costs are often allocated by con- 
ventional rules of thumb. Many prices are fixed by cartels of trade 
associations, and one business-man on being asked on what basis they 
did it replied, “ Why, don’t you people know that prices are determined 
by supply and demand ? ” ! Overdeterminateness and optimum equili- 
brium : Ragnar' Frjsch. In terms of some simple models it is shown 
that certain taxes or specific forms of the wage-function may be necessary 
in order to secure an optimum equilibrium. On redistribution of Income : 
J 0RGEN Gelting. A formula for the degree to which a redistribution 
of money income from capitalists to workers will affect the distribution 
of real income is derived from a macro -economic model. The Marginal 
Productivity Function and the Walras Cassel System of Equations : 
B. Gloerfelt-Tarp. Calculation of Sylvicultural Balance -Numbers : 
A. H. Gron and F. Jorgensen. Such a balance-number is the present 
net value of a standing crop of timber. Simultaneous Operation of 
Several Machines by One Person . Application of a Method of Probability : 
E. K. Henriksrn. Social Production Theory : Ivar Jantzen. The 
author investigates the optimum output of a public utility on the somewhat 
peculiar assumption that it is desired to maximise the sum of the difference 
between the total utility and total cost and the difference between total 
receipts and costs. He considers various forms of rate fixing and, some- 
what cavalierly, dismisses the “ socialist ” idea that marginal cost should 
equal price, preferring an equation of marginal rate with marginal cost. 
Stochastic Processes Applied to a Simple Problem of Administrative Economy : 
Arne Jensen. Some Aspects of the Rationalisation of Public Administra- 
tion : Holger Koed. Division of Labour as an Optimum Problem in 
Organization and Management : R. Kristensson. The Theory of Games 
and Economic Behaviour : G . Leunbach. The Profit Motive ana the Theory 
of Partial Equilibrium of the Firm : Ole Myrvoll. The equilibrium con- 
ditions of the firm are derived on the assumption that the entrepreneur’s 
utility depends not only on his profit, but also on his output and selling 
outlays. Relation of Operating Costs to Tonnage of Ships in Ocean 
Transport : E. W. Paulson. The Control of the Value, of Money in a 
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Free Economy : J0RGEN Pedersen. Full employment and a stable 

? rice-level are both possible only if there is a direct control of wages. 

'roblems of Telephone Economy as seen from a Statistical Point of View : 
H. C. Plessing. Some Remarks on the Joint Effect of Simultaneous 
Relations between Economic Variables : P. N. Rasmtjsssen. Just as in 
econometric analysis it is not usually satisfactory to determine each of 
the equations independently of the others, so in economic theory it is 
not permissible to detach one relation from its simultaneous connections 
and consider the effect of changes in the independent variable. The 
ceteris paribus clause is thus very dangerous in macro -economics. This 
is illustrated by a dynamic model, where the simultaneous approach 
gives the result that a small acceleration coefficient means a high 
acceleration. A Note on the Consumption Function : Erich Schneider. 
A stable consumption function requires that the distribution of income 
depends upon the level of income itself. On the Reproduction of the 
Trend by the Method of Simple Moving Averages : W. Simonsen. Some 
Remarks on Objectivity and Subjectivity : Thomas Winding. Utilization 
of Productive Capacity and the Problem of Intensity in Agriculture : 
K. Skovgaard. Some Problems in Laying Out a New Traffic Line : 
P. P. Sveistrup. A survey of the economic factors which must be 
considered in deciding whetlier or not to construct a new railway line 
or bus route. An Attempt to Analyse the Problem of an Economical 
Production of Statistical Data : L. Tornquist. On the Future of Income 
Tax : C. Welinder. On Giffen's Paradox : H. O. A. AVold. 

N ational&konomisk Tidsskrift ( Copenhagen ). 

Nos. 1-2, 1949. A Recession in the U.S.A. : Svend Laursen. A dis- 
cussion of the present situation and possible future trends. Reconstruc- 
tion of the Monetary System : Jcrgen Pedersen. Since an essential 
part of post-war government programmes has been the restoration of a 
sound monetary system, it is important to know what this means. 
Since the function of money is to facilitate exchange, i.e. f to be general 
purchasing power, soundness implies that the markets for products and 
factors are free and, furthermore, that the value of money is stable. 
As regards the latter, two types of inflation may be distinguished : 
spontaneous inflation is due to excess demand for labour, and is self- 
generating; autonomous inflation is a matter of a wage -price spiral due 
to the bargaining strength of trade unions, and may be started, for 
instance, by a fall in labour productivity. The measures that have 
been taken fall into three groups : (1) Reduction of the quantity of 
money. Interest-rate regulation may help to cure spontaneous inflation, 
but nothing can be done this way to check autonomous inflation, since 
precipitation of a deflationary liquidity crisis reduces monetary sound- 
ness. (2) Reduction of demand. Taxation may only remove spontane- 
ous inflation and produce trade balance by creating unemployment so 
that the latter forms the price of the removal of controls. Fiscal policy 
can only cure autonomous inflation at the expense of deflation. (3) 
Price control. By the end of the War, money incomes had risen much 
more than prices, while output was low. Heavy subsidies, rationing 
and strict import control were necessary, luxury goods became more 
profitable to produce than necessities or exports and a big investment 
demand arose. Thus the checks on autonomous inflation worsened 
the spontaneous inflation. Altogether, the measures taken have kept 
down inflation only at the price of much restriction, so that the monetary 
system has become less, not more sound since the War. In order to 
change this, the first essential is to cease to teach the people that a six- 
year war and the subsequent changes have made possible a higher 
standard of living. Prices must rise to the level determined by costs 
and demand, ana this requires that the coupling between wages and 
the cost of living be broken. Restrictions or Financial Policy ? : Kjeld 
Philip. The “ one thing leads to another ” thesis is illustrated by a 
discussion of Danish economic controls during the thirties, and some of 
the difficulties of restoring equilibrium in the balance of payments 
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without controls are discussed. Present and future housing require * 
ments : Sven Dans. On Estimation Problems for Macro-models : 
P. Norregaard Rasmussen. A short and relatively simple Burvey 
of the need in econometrics for formulating relations stochastically and for 
estimating the parameters simultaneously instead of by using the least- 
squares method for one equation at a time. An Economics Thesis : 
Erik Lindahl and Axel Nielsen. A discussion of Gelting’s Finans - 
proceseeni det skonomiske kredslob . 

Skandinaviska Banken Aktiebolag . 

April 1949. Government Borrowing and the Surplus Funds of the Banks : 
P. Brundell. Investment in Swedish Farming : S. Holmstrom. 
Income Inflation and Income Levelling in Sweden : K.-G. Hagstrom. 
The National Income : I. Ohlsson. The Economic Situation during the 
First Quarter of 1949 . 

Index . 

No. 179, March 1949. The Economic Situation. The Distribution by 
Countries of Sweden's Foreign Trade. Sweden and the Marshall Plan . 

Okonomi og Politik. 

October-December 1948. Fransk indenrigspolitik 1948 : L. Krabbe. 
Sydrafrikansk politik : E. Reske -Nielsen. U.S.A.'s Valg : P. 
Winding. Den jodiske kolonisation i Palaestina : V. Hansen. Den 
intemationale okonomiske situation. Den ekonomiske udvikling i Dan- 
mark. Kortere meddelelser. Politisk kronik. 

January-March 1949. Betragtninger over vor tids sarnf under evolution : 
T. Geiger. Raffmeringen-oljeindustrins flaskhals : E. Langlet. F.N.s 
virksomhed i 1948 : E. Reske -Nielsen. Institutet for Historic eg 
Samfundsekonomi. 

Ekonomiska Samfundets Tidskrift. 

Vol. II, No. 1, 1949. V erkstadsindustrins aktuella omstdllningsproblem 
inf or partiell overgang frdn krigsskadestdnd till hemmamarknad och fri 
export : R. Hernberg. Fastighetskostnader och hyresnivd : G. Modeen. 

Moneda y Cridito. 

December 1948. En torno a la planificacidn econdmica : J. Sard A. 
La politica de credito en Francia , en 1949 : A. F. Pardo. Eurdfrica : 
R. Martinez. 

El Trimestre Economico . 

July-September 1948. El banco interamericano : E. Villasenor. La 
Argentina se decide por la planificacidn econdmica : G. P6lit. La tasa 
natural en el mercado de capitales de Mexico : A. L. InArritu. Nueva 
Espaha en la economla monetaria venezolana : E. A. Fari'as. Una 
nota sobre el efecto ingreso , el ejecto sustitucidn y la elasticidad de la 
demanda : J. E. de los Reyes. El campo y mitodo de la economia : 
O. Lange. 

October-December 1949. El territorio nacional : E. A. Patino. La 
devaluacidn del peso mexicano : E. Padilla. La agricultura en Venezuela : 
R. FbrnAndez and Y. FernAndez. Los pagos intemacionales y el 
ingreso nacional : J. R. Hicks. La balanza de pagos, y las inversiones 
financiades con pr&stamos exterior es : J. J. Polar. 

January-March 1949. Politica industrial : M. Bravo. Inversiones 
privadas, productividad , salarios y ocupacidn : A. M. de NioolAs. 
Anotaciones sobre la historia del largo plazo : A. L. IAnrritu. Comen • 
tarios al Anteproyecto de Ley General de Buncos de Venezuela : E. 
Montealegre. La doctrina de la seguridad social : J. M. Y. San 
MartIn. 

Revisla de Ciencia Aplicada. 

January-February 1949. Situacion actual de la industria de los agrios 
enEstados Unidos : J. R. Iranzo. 
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Revista de Economia (Lisbon), 

September 1948. Origem e destino da teoria subjectiva do valor : A. 
Castro. Algumas notas sobre as teorias de Keynes : S. de Abretj. 
Algumas considerapoes sobre a teoria da capitalized o : A. M. SA Da 
Costa. Indicadores de tributa$ao : V. Moreira. A Cisao nuclear 
como fonte de energia industrial : J. R. Menke. Sobre o equilibrio do 
consumo : R. Rodrigues. 

December 1948. Determinapao da variabilidade da velocidade de circulagdo 
das disponibilidades d ordem do publico nos Buncos (1932-1939) ; J. 
Alarcao. 

March 1949. Da Economia Neocldssica tradicional d nova Economia 
Keynesixma : F. P. Lou re mo. 

Revista Brasileira de Economia . 

March 1949. Dupla Tributagao Internacio'nal e Investimentos : E. L. 
Rodgrigues. Evolu$ao Monetdria Interna cional : A. H. Hansen. 
Contribuigdo da Econometria para a compreensao do mecanismo de trans - 
ferincia : J. Tinbergen. 

Obzor Ndrodohospodarskij . (All the articles are written in Czech. The 
journal contains also a review of economic coxiditions in Czechoslovakia.) 

No. 5, January 1949. The Budget of 1949 : Z. Langer. Planning 
for Increased Production: J. NebesAr. The Problem of a Planned 
Balance of Payments : M. Horn a. 

Statisztikai Szemle. (Formerly Magyar Statisztikai Szemle of which the 
July-December issue did not appear : now Hungarian text only.) 

January-May 1949. An Introduction to the New Series of Statisztikai 
Szemle ; G. Pikler. The Concept of Production : G. Jak6. Certain 
Problems of Industrial Statistics in the New System in Hungary ; P. 
Havas. Labour Statistics in Soviet Industry : S. Genin. A Statistical 
Study of Labour Productivity and Cost of Production in the Textile 
Industry : Dr. K. KAdas. The Structure of the Cost of Living Index : 

L. Czintula. 

Magyar-Sjovjet Kozgazdasdgi Szemle (Hungarian and Russian text). 

No. 11, 1948. The Balance of Hungarian Agricxdtural Production in the 
First Year of Planning : V. LAzAr. The Organisation of Soviet Collec- 
tive Farming : L. Hantos. The Organisation of Credit Regulation and 
the Part of the National Bank in the Direction of the Economy : B. Sulyok. 
Business Insurance in the Soviet Union : S. B. Hungarian Foreign 
Trade Planning : P. P^tar. 

No. 12, 1948. An Economic Analysis of the Soviet Monetary Reform : 
J. Kronrad. Collective Farm Law in Eastern Europe : L. J6csjk. 
The Fundamental and Advantages of the Socialist Economic System : 

M. Makarova. Social Insurance and Pension Schemes in the Soviet 
Union : I. Padyemnov. Planned Investment : A. Birmann. 

No. 2, 1949. The Council of Mutual Economic Assistance : R. Hardi. 
Economic Planning and Industry : I. Karczag. The Increase of Pro- 
duction in the Socialist Economy : E. Somjen. Rural Credit Policy in our 
People's Democracy : P. Schiffer. Group and. ’ Individual Farming on 
Soviet Collective Farms : M. Domrachev. Cost Accounting : J. .Joffe. 
The Conclusion of the Five Months' Plan and the Beginning of the New 
Plan : L. ITmAr. 

Gazdasdg (Hungarian text). 

February 1949 (Vol. IY, No. 3). The Purpose of State Trading : 
M. Gergely. The Technique of Cost Accounting : G. RHjczey. Wages 
under Socialism : M. Lovas. American Imperialism and the Economy 
of Western Europe : A. Sapir6. Reorganisation of the Hungarian 
Banking System : Dr. Z. OvAry-Papp. 

February 1949 (Vol. IV, No. 4). Financial Planning and the Single 
Account System (Refers to the new system whereby nationalised enterprises 
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must make all transactions through a single account at the National Bank) : 
B. Sulyok. The New Pensions Scheme since the Liberation : A. 
Szakasits. The Agricultural Plan in the Co-operatives : P. Rtjbjnyi. 
Some Problems of the Measurement of the National Product : P. Havas. 
The New Structure of the Hungarian Banking System : Dr. Z. OvAry - 
Papp. Social Insurance in the Soviet Union : J. Vincze. Some 
Problems of Statistics ( A critique chiefly of Soviet statistical methods) : 
I. PishArev. 

May 1949 (Vol. IV, No. 9). Old and New Rent Systems in Agriculture : 
I. Gonczi. Soviet Social Insurance and Old Age Pensions : A. Szakasits. 
Remarks on Making Factory Economics Clear and Comprehensible : 
Dr. A. SzAsz. The Economic and Financial Situation in Hungary as 
Reflected in the Reports of the National Bank . 

May 1949 (Vol. IV, No. 10). Omissions in the Construction of the Five 
Year Plan : M. Lovas. Hungarian Cotton Production in Perspective : 
V. LAzAr. Problems of Production in a Planned Economy : M. Spiro. 
Uniformity of Notation in the Service of Socialist Industrial Statistics : 

L. GAl. The Economic and Finanial Situation in Hungary as Reflected 
in the Reports of the National Bank (continued). 

Probleme Economice (Rumanian text). 

No. 1, Jantjary-March 1949. The State Plan of the Rumanian People's 
Republic : S. Zeighek. General Principles Underlying the Financial 
and Economic Unity of the State : A. Iacob. Basic Principles of the new 
Rumanian Salary System : I. Tiu. Various Aspects of Standardisation : 
A. Gerson. The Council of Mutual Economic Assistance : V. Stoican. 
Report of the Rumanian Workers' Party on Agriculture. 

Voprosy Ekonomiki (Russian text). 

No. 9, 1948. Michurin Agro -biological Science and the Future Development 
of Agriculture in the U.S.S.R . : V. Abramov. The Theory of Railway 
Freight Rates : D. Chernomordik. Economic Changes in Poland : 

M. Dttbrovski. Report of Resolution and Debates of the Institute of 
Economics on the Deficiencies in and Tasks of Scientific Investigation in 
the Sphere of Economics. 

No. 10, 1948. The Stalin Plan for High and Stable Yields : V. Dmitriev. 
New Labour Stimuli and Earnings under Socialism : R. Manevich. 
On Errors in Methodology in Economic Literature on Industry and Trans- 
port : P. Mstislav ski. The “ Gold " Politics of the U.S.A. ; F. 
Mikhalevski. The Cripps Plan of Economic Cuts : M. Smit. Co- 
operation between American and Japanese Monopolies : M. Lttkianova. 
Discussion on the most recent edition of “ published theses " at a meeting 
of the Chair of Political Economy of the Moscow State University. 

No. 2, 1949. Lenin and Stalin on Economics and Politics : K. Ostroviti- 
anov. Fulfilment of the Five-year Plan on Time (Experience of the 
Kirov “ Dynamo " Works in Moscow) : N. Orlovski. A Contribution 
to the History of Agricultural Labour in Russia : S. Strumilin. Bulgaria 
on the Road to Socialism : V. Starodubrovskaia. The Policy of the 
Labourite Colonisers and the Position of Workers in Africa : I. Lemin. 
No. 3, 1949. The Acceleration of Turnover : G. Saltykov. The Mechanisa- 
tion of Laborious Processes in Soviet Industry : L. Berry and K. 
Klimenko. Collective Farm Labour : M. Kraev, The Origins of the 
Ideological Struggle Round Two Types of Bourgeois -agrarian Evolution 
in Russia : N. Tsagolov. The Social-Economic Transformation of 
People's Democratic Czechslovakia : A. Khachaturov. Against a 
Reformist Tendency in Works on Imperialism : E. Varga. 

Planovoe Khoziaistvo ( Russian text). 

No. 1, 1949. Forward to Communism under the Unconquerable Banner of 
Lenin and Stalin . The Teaching of Lenin and Stalin on Building 
Communism : A. Leontiev. Additional Sources of Industrial Profit- 
ability : L. Maizenberg. Maximising the Output and Improving the 



1949] 


RECENT PERIODICALS AND NEW BOOKS 


481 


Quality of Coal : P. Naumenko. Improving the Quality and Range of 
Basic Consumer Goods : P. Evseev. 

No. 2, 1949. Bolshevik Planning — Powerful Instrument of the Steadfast 
Upward-trend in the National Economy of U.S.S.R. Questions of 
Socialist Industrialization in Vols. 7 , 8, 9 of the Works of Stalin : F. 
Koshelev. State Budget for the 4th Year of the Stalin Postwar 5 Year 
Plan : A. Zverev. Struggle for Economy and for the Acceleration of 
Turnover : G. Ilin. Complex Mechanisation of Building : V. Burgman. 
Expansion of the Oil Monopoly of the U.S.A. : L. Bokova. 

Gospodarka Planowa (Polish text). 

January 1949. Issue devoted to the new Polish six-year plan in its 
various aspects. Fundamental requirements : A. Wang. Agriculture : 
L. Rzendowski. Construction : S. Pietrosiewicz. Social and Cultural 
Problems : S. Garczinski. Technology : A. Zalewski. Soviet Assist- 
ance : H. R6zanski. Measurement of Productive Capacity . J. 
Zaremba. Location of Industry : W. Buch. Investments for 1949 : 
B. Minc. The Profitability of Soviet Enterprises : L. Majzenberg. 
February 1949. Lenin on Planning . The Council of Mutual Economic 
Assistance. The National Economic Plan for 1949 : S. Majewski. 
Report on the Execution of the Plan for 1948. The Principles and Structure 
of the Preliminary Budget for 1949 : L. Kurowski. Autonomy within 
a Planned Economy : M. Jaroszynsei. Wage Reform : J. Janiak. 
Metallurgical Industry in the Six -Year Plan : M. Lesz. The Liquid Fuel 
Industry in the Six -Year Plan : Dr. M. Korolewicz. Industry in the 
Czech Five-Year Plan : S. Wielski. The 1949 Rumanian Plan : J. 
Kosemin. 

March 1949. Re-organisation of the Central Economic Administration . 
The Preparation of the Industrial Plan for 1950 : A. Wang. The 
Financial Plan in Practical Planning : B. Blass. The Role and Prob- 
lems of the Investment Bank : J. Wojnar. The Inception of the Plan 
for Raising Livestock Production : M. Maricjanowicz. Reform of the 
Statistical Programme : Z. Padowicz. The Methods of Planning Con- 
struction : K. Skcomski. Railway Problems in the Six-Year Plan : B. 
Cywinski. Hydro-electrification : L. Nowicki. 

April 1949. The Appeal of the National Economic Council. The Way 
to Social Planning of Finance : K. Bubjenski. The Programme for the 
Chemical Industry in the Six- Year Plan: A. Zmazynski. The Test 
of Solving Problems of Motor isation in the Plan. The Six Year Plan : 
J. Smigielski. The Essence of Planning an Economic System : Z. 
Pirozynski. The Methodology of Planning in Sea Ports : J. Paszko- 
wicz. The Finance of International Trade. J. Sokolowski. The 
Bulgarian Plan : A. Stan. 

Wiadomosci Narodowego Banku Polskiego (Polish text). 

No. 1, January 1949. Remarks on the Financial Control of Nationalised 
Enterprises: J. Hermanowicz. French Monetary Policy in 1948 : 
F. Strzeszewski. Problems of Investment Finance : B. Blass. The 
Essence of the Credit and Cash Issue Plans : Dr. P. Sulmjcki. 

No. 3, March 1949. “ Khozrashchot ” .* Fedosiev (Soviet Cost-accounting). 

Banking Method on the Payment of Invoices : K. Strzegocki. The 
Argentine Crisis : Dr. S. Perczynski. The Financial Situation of 
Latin America : R. Seidler. The New Organisation of Czechoslovak 
Banks : J. Rumler. The Social Budget for 1949 : Z. Pirozynski. 

Izvestia Akademii Nauk S.S.S.R. (Bulletin of the Academy of Sciences 
of the U.S.S.R.), Economics and Law Section (Moscow). 

1949, No. 1. The R6le of Consumers' Co-operation in the Realisation of the 
Lenin-StaUn Co-operative Plan : F. AIiutin. The R6le of Science and 
Technique in the Transition from Socialism to Communism : A. Arakelian. 
On Some Tendencies in the Development of Agriculture in U.S.A. and the 
Situation of Farmers : N. M. Segal. 
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Monthly Circular Survey of Economic Conditions in Japan . 
September-October 1948. General Economic Survey . Timber Require- 
ments and Forestry Conditions . Analysis of Business Results (I). 

N o vember-December 1948. General Economic Survey . Analysis of 
Business Results (2). 

January 1949. Economic Situation during 1948 . 

NEW BOOKS. 

British. 

Andrews (P. W. S.). Manufacturing Business. London : Mac- 
millan, 1949. 81”. Pp. xviii + 308. 15s. 

[To be reviewed.] 

Ashley (Sir William). The Economic Organisation of England. 
Third edition. London : Longmans, Green, 1949. 7". Pp. vii + 
269. 8 «. 6dL 

[There can be few among the present generation of economists who were not 
brought up on Sir William Ashley’s admirable little book. A generation of new 
work has by no means supplanted it as a useful first introduction to the subject. 
Prof. G. C. Allen has been persuaded by the publishers to add three chapters, 
in which he shows how the events of the past thirty-five years have modified the 
industrial tendencies that Sir William Ashley discussed in 1914. These new 
chapters are respectively entitled “ Economic Instability and the Unemployment 
Problem,” and 41 State Intervention and the Decline in Competition,” subdivided 
into two parts. In these Prof. Allen has admirably succeeded in achieving the 
wise simplicity and generalisations that characterised the original book.] 

Basu (S. K.). Financing of Post-War Industry. Calcutta : Book 
Exchange, 1948. 8". Pp. viii + 96. Its. 5/-. 

[This small book is concerned primarily with the problems of financing post- 
war industry in India. But as a first stage in the process of learning from ex- 
perience, the author studies in some detail the construction and operations of 
the Industrial and Commercial Finance Corporation and the Finance Corporation 
for Industry in GreAt Britain, the Industrial Development Bank of Canada, and 
the Industrial Finance Department of the Commonwealth Bank of Australia. 
Thus armed, he proceeds to consider the Industrial Finance Corporation of India 
and as an appendix publishes the Act which set it up. On the whole the author 
is satisfied that it is on the right lines and fills a^serious gap in India’s national 
economic structure.] 

Bonn (M. J.). Wandering Scholar. London : Cohen & West, 
1949. 81". Pp. 403. 18*. 

[To be reviewed.] 

British Institute of Management. Conference Series 1. Effici- 
ency and Consumer’s Choice. A report of the 52nd Oxford Manage- 
ment Conference. London : British Institute of Management, 1949. 
9". Pp. 52. 5s . 

[The Report of a conference held at Scarborough during October, 1948. 
Speakers, whose addresses are here printed, included : Prof. A. J. Brown, who 
discussed such problems as consumer’s sovereignty and technical efficiency; 
Mr. Herbert Morrison, who dealt with the consumer in relation to non-competitive 
industry; Mr. T. H. Windibank (of Crompton Parkinson Ltd.), who spoke of the 
advantages to the producer of limitation of choice ; Mr. Sinclair Wood (of Pritchard 
Wood and Partners), who spoke of marketing and distribution methods. The 
subsequent discussions are also summarised.] 

British Institute of Management. The Organizational Struc- 
ture of Large Undertakings — management problems. London : 
British Institute of Management, 1949. 9J". Pp. 39. 2$. 6 d. 

[An examination by Sir Charles Renold of the nature of “ large soale-ness ” 
and its effects on methods of organisation of management. It concerns itself in 
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part with the limits of the manageable size of an undertaking and is of consider- 
able interest not only to managers of firms but also to economists who are inter- 
ested in the optimum scale of productive organisations.] 

British Institute of Management. Problems of Growth in 
Industrial Undertakings. London : British Institute of Management, 
1949. 9". Pp. 44. 5s . 

[A paper by Mr. Urwick which analyses the different forms which a manage- 
ment may take at different sizes in the procoss of growth. In the view of the 
author three main problems of growth are likely to emerge. First, the problem of 
delegation by an owner-manager who has dealt with all the major functions of a 
business single-handed. Second, the problem of passing from a true “ line ” 
organisation when a business begins to need specialised and authoritative handling 
of its ancillary functions. Third, the problem of co-ordination created by pro- 
gressive specialisation. The paper was discussed at a Conference in London, and 
the record of the subsequent discussion is attached.] 

British Library of Political and Economic Science. Guide to 
the Collections. London : British Library of Political and Economic 
Science, 1948. 8*". Pp. 136. 2s. 6d. 

[A revised edition of the second part of A Reader's Guide to the Library of the 
London School of Economics. It indicates the principal bibliographical tools 
and the basis of classification in each main section of the library.] 

Cole (Margaret). Miners and the Board. London : Fabian 
Publications and Victor Gollancz, 1949. 8£". Pp. 25. Is. 

[Mrs. Cole has attempted an honest, objective and dispassionate appraisal 
of the consequences of nationalisation of the coal industry as they are seen by the 
working miner. Because it is objective, and written by an avowed socialist, 
it will provide much ammunition for the opposition in the forthcoming election. 
The Fabian group, whose work she summarises, circulated a long and complicated 
questionnaire (a thing which one gathers from the pamphlet is a red rag to the 
working miner) to an unspecified number of individually selected people in the 
industry, chosen because thoy were well-placed for ascertaining and evaluating 
the general trend of opinion among those working in their particular districts. 
They got eighty-eight replies, and the pamphlet is based on that evidence. It 
suggests that the ordinary miner is loyal to the government, but intensely critical 
of the Coal Board; that he believes that it has created an unnecessarily large 
hierarchy of unnecessary and ill-chosen officials; that he knows little of the 
functions of management to be performed and the extent to which increased 
provision for safety, welfare and research has been responsible for some increase in 
the numbers, but not appreciably in the total cost of management. Mrs. Cole 
and her Group urge improved staff training, a great offort to improve personnel 
policy but not by spocial personnel managers who are suspect, the systematic 
training of managers, overmen and doputies, a more representative system of 
appointment of the higher levels of consultative committees, a better balance 
between centralisation and decentralisation, and finally new blood infused into 
«4he controlling bodies.] 

Co-operators’ Year Book 3949. Leicester: Co-operative Pro- 
ductive Federation Ltd., 1949. 7". Pp. 112. la. 

[As in past years, this volume contains a series of essays not only on aspects of 
co-operation but also on the broader nature of Labour policies.^ It includes, for ex- 
ample, discussions of industrial relations under a Labour government by Prof. 
G. I). H. Cole and of socialisation by Prof. J. B. Taylor.] 

Crooks (M.) and Crawford (H.). The Practical Commercial Self- 
educator. London : Odhams Press, 1949. 8.J". Pp. 704. 8s. 6 d. 


[This book is a compendium of the practical techniques that are used in com- 
mercial work. It starts with a short section on the forms of business organisations, 
and the mechanical equipment of an office, with illustrations of calculating 
machines and other appliances. It goes on to sections on commercial correspond- 
ence, typewriting, commercial arithmetic, book-keeping and the like. There 
are short sections on commercial geography, imports and exports, the economic 
ttteories of production and distribution, works management and costing, mercan- 
tile law, insurance, advertising, salesmanship and finally business statistics. 
While it inoludes an immense range of information, presented in each oase by 
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an expert on the subject, to compress so much into a single volume has inevitably 
meant that the treatment of each subject must be very brief and in some oases 
superficial.] 

Curtis-Bennbtt (Sir Noel). The Food of the People. The history 
of industrial feeding. London : Faber & Faber, 1949. 8J". Pp. 
320. 16$. 

[To be reviewed.] 

Gandhi (M. P.) (Ed.). The Indian Sugar Industry (1947-48 
annual). Bombay : Gandhi, 1948. 9i". Pp. xlviii -f 136 + 30. 
Rs. 6/-. 

[Mr. Gandhi’s Annual Review again discusses the development of the sugar 
industry in India during 1947-48 with some comments on the following season.] 

Hawtrey (R. G.). Western European Union. Implications for 
the United Kingdom. London : Royal Institute of International 
Affairs, 1949. 8J". Pp. 126. 5$. 

[To be reviewed.] 

International Studies. Poland’s Western Territories. London : 
Diplomatic Press and Publishing Co., 1949. 8". Pp. 16. 1$. 

[An account in English of Polish achievements since 1945 in the area between 
the pre-1939 frontiers of Poland and the new Oder-Neisse line. It is not easy, 
on the basis of this pamphlet, to compare the production of that area with that 
of pre-war years. Contrasts are drawn rather with the state of the area in 1945 
ana the heroic progress in increasing output is emphasised.] 

./"Jones (I. G.). Essentials of Economics. London : Macdonald, 
>949. 81". Pp. viii + 293. 9s. 6 d. 

/ [The author of this book is an Assistant Master at Epsom County Grammar 
School and at the same time lecturer in economics at the Technical College, 
Kingston-on-Thames. He has produced a rather unusual book. He wholly 
eschews literary artifice. The book is a series of numbered and subdivided notes 
setting out the main points. For example under, “ Factors Influencing the Size 
of a Business Unit ” appear sevon main heads, most of which are subdivided into 
three or more points. Each term or law is defined, and where possible each point 
is illustrated. The result is extreme brevity and considerable lucidity at the 
expense of some considerable aridity. It is not easy to appraise the work unless one 
has seen it actually used and has discovered whether pupils, in fact, enjoy such 
dessicated pabulum. It is in the main accurate and careful. On the usual test 
course for books on elementary principles it fails only on quasi-rent, which appears 
to be treated as an abnormal surplus in excess of normal profits despite Marshall’s 
footnote (8th Edition, p. 424). The value of money is explained (as is to be 
expected) in crude quantity theory terms. The treatment of rent does not 
effectively distinguish scarcity rent from differential rent and relies almost wholly 
on the latter aspect. The word marginal is nowhere clearly defined, and marginal 
utility and marginal cost are simply the utility or cost of the marginal unit. 
Again, wo are told that “the employer purchases his labour, materials, and 
capital, up to their margin of productivity ” without being told what this means. 
These may, however, be among the inevitable and necessary simplifications into 
which every elementary expositor is driven,] 

Jouvenel (B. de). Problems of Socialist England. Translated 
by J. F. Huntingdon. London : Batchworth Press, 1949. 8>". 
Pp. xvii + 221. 12$. 6 d. 

[To be reviewed.] 

Keibstead (B. S.). The Theory of Economic Change. Toronto 
and London : Macmillan, 1948. 8". Pp. xi + 386. 25$. 

[To be reviewed.] 

Keynes (J. M.). Two Memoirs. London: Rupert Hart-Davis, 
1949. 8". Pp. 106. 7$. 6d. 

[To be reviewed.] 
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Kirkaldy (H. S.). The Spirit of Industrial Relations. Bombay : 
Oxford University Press (London : Geoffrey Cumberlege), 1947. 7£". 
Pp. xviii + 108. 7$. 6d. 

[To be reviewed.] 

Lewis (W. Arthur). Overhead Costs. Some essays in economic 
analysis. London : Allen & Unwin, 1949. 8£". Pp. 200. 15s. 

[To be reviewed.] 

Lipman (V. D.). Local Government Areas 1834-1945. Oxford : 
Blackwell, 1949. 84". Pp. x + 506. 25s . 

[To be reviewed.] 

Mansergh (N.). The Commonwealth and the Nations. London : 
Royal Institute of International Affairs, 1948. 7i". Pp. viii + 229. 
8 s. M. 

[To be reviewed.] 

Mart (J. E). “ The Common Man.” Feeding a hungry world. 

Shrewsbury : Wilding, 1949. 7”. Pp. 41. 5s. 6d. 

[A plea for economic development under the spur of private enterprise, with a 
limited state supervision, confined to matters of welfare and efficiency.] 

Morrison (Herbert). Socialism the British Way. London : 
Essential Books Ltd., 1948. 7”. Pp. 345. 10s. 6c?. 

[To be reviewed.] 

Naidu (B. V. Narayanaswami). Sir William Meyer Endowment 
Lectures, 1947-48. Madras Finance. Madras University, 1948. 
94". Pp. 140. Rs. 5/-. 

[Six lectures devoted to various aspects of the finance of the Province of 
Madras.] 

The Nuffield Provincial Hospitals Trust. A Report on the Purpose 
and Activities of the Trust, 1939-1948. Oxford : University Press, 
1949. 8£". Pp. 54. 

[A most impressive record of the work supported by the Trust down to July 
1948. It is followed by a frank discussion of the place of such a Trust under 
the National Health Service Act. The Trustees have decidod that there still 
remains plenty of work to do, which “ can be suminod up in three words : study, 
experiment, and demonstration.*’] 

Pigou (A. C.). Employment and Equilibrium. Second edition. 
London : Macmillan, 1949. 84 ”. Pp. x + 283. 18$. 

[In this revised edition the principal changes affect the statement of the 
Stability Conditions, formerly included in Chapter III of Part II. Two new 
chapters are substituted for the original single chapter. The new Chapter IV 
takes account of the criticisms made by Mr. Tsiang in the Economic Journal 
of December 1944 and of the author’s article in the Economic Journal of 
December 1945.] 

Porteous (Crichton). Pioneers of Fertility. London : Fer- 
tiliser Journal, 1949. 8”. Pp. 125. 10$. 

[This book consists of a series of brief studies of about a score of the out- 
standing personalities in the literature and history of farming from Fitzherbert to 
the present day. Each study occupies a few pages only and is very slight. It is 
apparently intended for popular reading and may serve that purpose though there 
are some errors of fact. The statement of average crop yields in 1750 given on 
p. 10 is much too low. Such averages would bo more appropriate to the 1250 
than 1750, and of course it is quite incorrect to say that before Arthur Young’s 
time most wheat was imported. This country, in fact, was a wheat exporting 
country until about 1775. Such errors as this are unfortunate in a book designed 
to have a wide popular appeal.] 
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Proceedings of the International Congress on Population and World 
Resources in Relation to the Family. London : H. K. Lewis for the 
Family Planning Association of Great Britain, 1948. 8J". Pp. 
xviii + 246. 10*. 6d. 

[A record of a conference held at Cheltenham in August 1948 under the 
organisation of the Family Planning Association.] 

Ramaswamy (T. N.). Rebuilding India. Banaras : Nand Kishore, 
1948. 7". Pp.259. 9«. 

[Mr. Ramaswamy has set out to build the framework of a plan for Indian 
economic development. Any author who attempts this is necessarily in a 
dilemma. Either he plunges into statiatical'detail, and a reader becomes sceptical 
of his statistics; or he eschews an excess of statistics, and a reader becomes 
sceptical because he feels uncertain whether the rates of progress and of the growth 
ana distribution of the national income that have been assumed are unrealistic. 
Mr. Ramaswamy has preferred the second horn of this dilemma. He sets out 
the general strategy and a considerable number of detailed targets for agricultural 
and industrial expansion ; but a reader, regrettably without help from an index, 
finds it difficult to judge whether all these objectives are mutually consistent and 
reasonably practicable. It is, nevertheless, a stimulating little book appearing 
at, an opportune moment.] 

Review of the Trade of India in 1944-46. Delhi : Manager of 
Publications, 1949. 9i". Pp. 266. 4*. 6 d. 

[This rather belated volume carries the record of India’s foreign trade down 
to the end of 1945 when the shadow of the war still affected all sections of the 
trade.] 

Rich (E. E.) (Ed.) assisted by Johnson (A. M.). The Publications 
of the Hudson’s Bay Record Society. Vol. XI. Letters Outward, 
1679-1694. London : The Champlain Society for The Hudson’s Bay 
Record Society, 1948. 9". Pp. xli + 414. 

[The introduction of this volume makes a new departure by publishing a 
number of the contemporary maps of the areas covered by the Charter of the 
Hudson Bay Company. Since all parties to the disputes which arose after 1680 
based their claims on the evidence of maps, a knowledge of the contemporary 
cartography is necessary to any full understanding. Six maps are beautifully 
reproduced in this volume, and their evidence is discussed and assessed in the 
introduction by Dr. E. G. R. Taylor.] 

Robertson (D. H.). A Study of Industrial Fluctuation. Series of 
Reprints of Scarce Works on Political Economy. No. 8. London : 
London School of Economics and Political Science, 1948. 8J". Pp. 
xxi + 277 + 31. 

[The re-appearance of Prof. Robertson’s earliest book in the series of Re- 
prints of scarce works on Political Economy is immensely weloome. It is pre- 
faced by a New Introduction in which the author charmingly expresses his 
diffidence and invites readers “ to use it with especial cate and scepticism.” But 
he rightly draws attention to the fact that this discussion of 1915 ante-dates in 
several ways the discussions of “ output as a whole ” in the 1930’s It is good that 
this book should again be available to all who are working in this field.] 

Salaman (R. N.). The History and Social Influence of the Potato. 
Cambridge : University Press, 1949. 9". Pp. xxiv + 685. 60*. 

[To be reviewed.] 

Shackle (G. L. S.). Expectation in Economics. London : Cam- 
bridge University Press, 1949. 8i". Pp. x + 146. 10*. 6 d. 

[To be reviewed.] 

Smith (W,). An Economic Geography of Great Britain. London : 
Methuen, 1949. 8J". Pp. xii + 747. 32*. 6d. 

[To be reviewed.] 
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Sfroull (R,). Accountants* Fees and Profits, London : Pitman, 
1949. 8j". Pp. viii + 291. 285. 

[This book sets out the basis of the various scales on which accountants* 
fees are assessed, the rates that are applicable in different types of cases, the 
implications of the Companies Act and of other legislation and government 
aotion, followed by a discussion of the buying of a practice and of the assessment 
of costs and profits in a partnership or larger firm of accountants.] 

Tillyard (Sib Frank), assisted by Ball (F. N.). Unemployment 
Insurance in Great Britain 1911-48. Leigh-on-Sea : Thames Bank 
Publishing Company, 1949. 8i". Pp. ix + 233. 215. 

[To be reviewed.] 

Timber Industries Conference. Record of Proceedings. London : 
Timber Development Association, 1949. 8£". Pp. 61. 

[A record of a conference convened by the Timber Development Association 
in March 1949. Its purpose was to consider the effects over a broad field of 
industry of the restrictions on timber imports, to secure as much agreement as 
possible on the means of overcoming the difficulties and to agree on recommenda- 
tions to be made to the President of the Board of Trade. Experts from different 
sections of the timber- importing trade described the difficulties of Bupply and 
representatives of the timber-using industries analysed their own special problems. 

Towards a Socialist Australia. Sydney : Fabian Society of New 
South Wales, 1949. 8|". Pp. 32. 15. 

[An attempt to state the case for Socialism in Australia and a plea that the 
Australian Labour Party should put forward a short-term programme for the 
next five years.] 

Williams (J. H.). Post-war Monetary Plans and Other Essays. 
Oxford : Basil Blackwell, 1949. 8". Pp. viii + 395. 165. 

[This first English edition of Prof. Williams’s admirable collection of essays 
includes, besides the commentaries on the development of the International 
Monetary Fund incorporated in the successive American editions, two highly 
stimulating essays on Keynesian economics and the Marshall Plan. The latter, 
reprinted from Foreign Affairs , is an extremely well-balanced appreciation of 
the problems of European economic recovery, stressing the necessity for treating 
the European problem as a whole. The former, retrieved from the limbo of the 
Papers and Proceedings of the Sixtieth Annual Meeting of the American Economic 
Association , presents a rather sceptical appraisal of Keynesian economics as a 
guide to policy. The consumption function, on which the whole theory of effective 
demand depends, is challenged as being inconsistent with the statistical findings of 
Kuznets (recent efforts to shore up the concept with a “ secular upward drift ” 
to the contrary) ; and the concept is criticised as presenting an over-simplified 
picture of the interaction of consumption and investment in the process of 
economic growth — Prof. Williams stresses the autonomous nature of spending on 
consumers* durables. As monetary theory, he argues, aggregative analysis 
enoounters difficulty with price- wage changes in near-full -employment conditions ; 
as trade cycle theory, not only does the Keynesian theory add nothing to previoup 
knowledge, but the static nature of its concepts makes it inferior to the Swedish 
and Robertsonian approaches. Prof. Williams’s general conclusion is that Keynes 
overgeneralised a theory constructed to support a particular policy recommenda- 
tion, and that “ the wave of enthusiasm for ‘ the new economics ’ will, in tho 
longer perspective, seem to us extravagant.” This essay, and indoed the whole 
of the book, deserves to be read (and re-read) by British economists; for Prof. 
Williams’s shrewd common sense has often led him to foresee problems only 
appreciated by policy-makers after bitter experience. The American edition was 
reviewed by Mr. Guillebaud in the Economic Journal of March, 1946.] 

Wood (W. E.). The Road to Your Career. Accountancy. A 
guide to those who are considering it as a career. London : James 
Barrie, 1949. 7*". Pp. 55. 25. 6d. 

[A brief guide for those who are thinking of accountancy as a career. It ex- 
plains the divisions of accountancy, the functions and responsibilities of the 
chartered or auditing accountant, of the company accountant, the municipal 
accountant, the cost and works accountant. It describes the Societies and their 
examinations and gives a list of books for further reading and information.] 
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Yates (F.). Sampling Methods for Censuses and Surveys. London : 
Charles Griffin, 1949. 9". Pp. xiv + 318. 24s. 

[To bo reviewed.] 

American , 

Briscoe (Vera), Martin (J. W.) and Reeves (J. E.). Safe- 
guarding Kentucky's Natural Resources. University of Kentucky, 
Lexington : Bureau of Business Research and Bureau of Government 
Research, 1948. 9". Pp. x + 224. 

[This is a survey of the administrative machinery for conserving the natural 
resources of Kentucky, and developing and exploiting them according to some 
conscious and systematic policy. Much is already done, but larger staffs and larger 
expenditures are recommended, and in some fields, notably mineral resources, 
conservation policy would appear to need strengthening.] 

Cortney(P.). The Economic Munich. New York: Philosophical 
Library (London : Isaac Pitman), 1949. 8i". Pp. xx + 262. 1 5a. 

[The underlying purpose of this book is best described in the author’s own 
words : “ The occasion of this book is the signing of the International Trade 
Organisation Charter at Havana. This document is the product and combined 
result of economic fallacies and lack of vision. The ideas or doctrines underlying 
many objectionable provisions of the I.T.O. Charter are the aftermath of Keynes* 
teachings, and, perhaps even more so, of its distortions by zealots, ignorants, 
clever politicians or * do gooders.’ ”] 

Citlliton ( J. W.). The Management of Marketing Costs. Harvard 
University : Graduate School of Business Administration, 1948. 8". 

Pp. x + 166. $2.50. 

[This is a preliminary study of the way in which business men regard marketing 
costs and of the techniques employed to estimate their efficiency. It reveals a 
great lack of standardization and iB of interest for the problems which it introduces 
rather than for the conclusions which are reached. The principal of the latter is 
the need for further and more systematic research.] 

Delivered Pricing and the Law. Washington D.C. : Chamber of 
Commerce of the United States, 1948. 9". Pp. 27. 20 cents. 

[This pamphlet is concerned with the legal position of the practice of charging 
delivered prices, of which the Pittsburgh -plus system is but a single example. 
Recent decisions, both of the Federal Trade Commission and the Supreme Court, 
are both complicated and controversial. This pamphlet attempts to set out 
the matters at issue and suggests the possible impact of different pricing policies 
on the American economy.] 

Duerr (W. A.). The Economic Problems of Forestry in the 
Appalachian Region. Cambridge, Mass. : Harvard University Press 
(London : Geoffrey Cumberlege), 1949. 8J". Pp. xi + 317. 

[To be reviewed.] 

Dunlop (J. T.). Collective Bargaining : Principles and Cases. 
Chicago : Richard Irwin, 1949. 9". Pp. xi -f 4=27. $5.00. 

[To be reviewed.] 

The Economics of the Money Supply. Washington D.C. : Chamber 
of Commerce of the United States, 1948. 9". Pp. 39. 25 cents. 

[An elementary acoount of the processes of credit expansion.] 

Eiteman (W. J.), Price Determination. Business Practice 
versus Economic Theory. Ann Arbor : School of Business Administra- 
tion, University of Michigan, 1949. 11". Pp. 39. 

[This monograph aims at a re-formulation of the theory of the equilibrium of 
the firm in rather more realistic terms and to bridge the gap between what the 
business man thinks he is doing and what the economists argue that he must do if 
he is to survive in the face of even such competition as prevails in conditions of 
imperfect competition. The monograph deserves attention and does not easily 
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lend itself to brief summary. Dr. Eiteman’s main emphasis is on the importance 
of the study of turn-over, and its lengthening and shortening in the trade cycle ; 
on inventories and their changes ; on the twilight of uncertainty regarding the 
precise limits of demand. On the basis of these ideas, he seeks to build up a 
theory of price-output policy where price is equal to average cost at the minimum 
practicable scale of operation, and considerably above average cost at the probable 
scale of operation.] 

Gibson (R.). Cotton Textile Wages in the United States and 
Great Britain. A comparison of trends, 1860-1945. New York : 
Columbia University, King’s Crown Press (London : Geoffrey Cumber- 
lege), 1949. 8*". Pp. 137. 12*. 6d. 

[An interesting comparison of wages in the cotton industries of the U.S.A. 
and Great Britain and their trends from 1860 to 1045. Even as early os 1860 
the British full-time weekly wage was only 67% of the American. Since then 
the upward trend in the U.S.A. has been faster. British wages were about 62% 
of U.S. wages in 1914; they were 52% in 1932; they briefly reached 64% in 
1935, but were back to 60% in 1938 and down to 51% in 1945.] 

'-^Graham (F. D.). The Theory of International Values. Princeton 
University Press (London : Geoffrey Cumberlege, 1949), 1948. 9". 
Pp. 349. 27* . 6<*. 

[To b6 reviewed.] 

^vHahn (L. A.). The Economics of Illusion. A critical analysis of 
contemporary economic theory and policy. New York : Squier 
Publishing Co., 1949. 9". Pp. viii + 273. $4.00. 

[To be reviewed.] 

Hansen (A. H.). Monetary Theory and Fiscal Policy. New York 
and London : McGraw-Hill, 1949. 9". Pp. vi + 236. 18s. 

[To be reviewed.] 

Harris (Seymour E.). The European Recovery Program. Cam- 
bridge, Mass. : Harvard University Press (London : Geoffrey Cumber- 
lege, 1949), 1948. 8*". Pp. xvii + 309. 25*. 

[To be reviewed.] 

Hart (A. G.). Money, Debt and Economic Activity. New York : 
Prentice-Hall, 1948. 9". Pp. xviii + 558. $6.65. 

[To be reviewed.] 

Howe (W.). The Mining Guild of New Spain and its Tribunal 
General, 1770-1821. Cambridge : Harvard University Press (London : 
Geoffrey Cumberlege), 1949. 8i". Pp. 534. 42*. 

[To be reviewed.] 

Ignatius (P. R.). The Film in Industrial Safety Training. Har- 
vard University : Division of Research, Graduate School of Business 
Administration, 1949. 8". Pp. viii + 119. $1.50. 

[This not only contains a technical study of the major problems of using 
dims in industrial safety training, but attempts also to relate their use to the 
broader field of audio-visual training aids. It forms a part of a wider scheme of 
such research by the Harvard Business School.] 

Kennedy (T.). Effective Labor Arbitration. The impartial 
chairmanship of the full-fashioned hosiery industry. Philadelphia : 
University of Pennsylvania Press (London : Geoffrey Cumberlege, 
1949), 1948. 9". Pp. xi + 286. 20*. 

[This monograph records the results of the appointment in 1929 of an impartial 
chairman as an arbitrator with the power of final decision if any dispute could not 
be settled by negotiation between the union and the employees in the unionised 
section of the industry. Before that, the unionised firms were losing ground 
rapidly to non-unionised. This book gives some history of the succeeding years 
and shows the procedures and techniques evolved. The purpose of this book is to 
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make available the lessons of this experiment, partly so that other industries may 
profit by them, partly so that defeots may be remedied.] 

Lewis (E. H.). Marketing Patterns of Philadelphia Wholesalers. 
Philadelphia : University of Pennsylvania, 1948. 9". Pp. vi + 90. 

[A PhJD. Thesis of the University of Pennsylvania.] 

Link (Edith M.). The Emancipation of the Austrian Peasant 
1740-1798. New York : Columbia University Press (London : 
Geoffrey Cumbcrlege), 1949. 9". Pp. 204. 16s. 

[To be reviewed.] 

Litterer (O. F.). Where does Small Business Obtain its Capital ? 
Minneapolis : Federal Reserve Bank, 1948. 8i". Pp. 18. 

[This short study is based on inquiries made from 122 firms in a wide range of 
typical communities in the ninth district; sixty-nine of them were individual 
proprietorships or partnerships ; four were Co-operatives ; the remaining forty - 
nine were corporations. Dr. Litterer hesitates to generalise as to how precisely 
small businesses are provided with equity capital, and long- and short-term 
borrowed capital. But he concludes that, in present circumstances in the U.S.A., 
the number of potential new firms which are precluded from being started by lack 
of capital is not large.] 

Martin (J. W.) and Morrow (G. D.). Taxation of Manufacturing 
in the South. University of Alabama : Bureau of Public Administra- 
tion, 1948. 9". Pp. viii + HO. 

[State and local taxation in the Southern States is found after detailed examina- 
tion and comparison to be relatively favourable to the continued growth and 
development of manufacturing industries.] 

Matherly (Alva Marian). Kentucky State Purchasing. Uni- 
versity of Kentucky, Lexington : Bureau of Business Research, 1948. 
9". Pp. 61. 50 cents. 

[A study of centralised purchasing by the State government of Kentucky. 
The goods concerned would appear to be chiefly paper, stationery and office 
supplies generally for the State offices and the public printer.] 

Millbank Memorial Fund. International Approaches to Prob- 
lems of Undeveloped Areas. New York : Millbank Memorial Fund, 
1948. 9". Pp. 76. 25 cents. 

[This contains nine papers delivered at a Round Table on International Ap- 
proaches to Problems of Undeveloped Areas held in 1947 by the Millbank Me- 
morial Fund. Papers are included by: Frank Notensfcein on demographic 
problems ; Henri Laugier of the U.N. Department of Social Affairs on first steps 
to live problems; David Weintraub on the work of the Economic and Social 
Council in this field ; Leonard Rish on financial aspects ; Samuel Thompson on 
social aspects of rural industrialisation; William Forscot on health aspects; 
Sir Raphael Cilento on social and evolutionary perspectives ; Kingsley Davis on 
Puerto Rico’s population problems; Rexford Guy Tugwall on problems of 
reconstruction in Puerto Rico.] 

National Planning Association. New Industry comes to the 
South. A summary of the report of the NPA Committee of the South 
on Location of Industry. Washington D.C. : National Planning 
Association, 1949. 9". Pp. xv + 31. $1.00. 

[This is a summary of the Report of the National Planning Association Com- 
mittee of the South on Location of Industry. It attempts to appraise the Southern 
market, the material supplies of the South, the labour supply, transport facilities 
and the like.] 

^ National Planning Association. Planning by Americans in 
Agriculture, Business, Labor, the Professions. 1949 Report to Members 
of the National Planning Association. Washington D.C. : National 
Planning Association, 1949. 11". Pp. 36. 

[A popular and richly illustrated account of the work of the National Planning 
Association.] 
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VJTational Planning Association. Planning Pamphlets. No. 66. 
Must we have Food Surpluses ? Pp. viii + 45. No. 67. Beyond the 
Marshall Plan . By J. K. Galbraith. Pp. iv + 28. Washington 
D.C. : National Planning Association, 1949. 7i". 50 cents. 

[To the English reader, who necessarily asks himself “ Must we have perpetual 
food shortages ? ” the title of the first of these pamphlets is a paradox. Ho will 
find his potential hunger dismissed in a pago entitled “ Plenty of Need but Few 
Dollars.*’ The Solution advocated is to shift production, including farm produc- 
tion, to fit the new demands of the American public. Part of the world is short of 
food, and America rich in developed farm production, why cannot the world 
be encouraged to pay America with manufactures ? This pamphlet is skating 
on the surface of the problems it is analysing. The second pamphlet contains a 
most interesting analysis of European problems by Dr. Galbraith, preceded by a 
Joint Statement by the Board of Trustees and four of the N.P.A. Committees con- 
cerned with such problems. Dr. Galbraith emphasises that there are two groups 
of problems, political and economic, which the Marshall Plan is seeking to solve. 
In the political field it aims to consolidate the non -Communist forces in European 
countries. But Dr. Galbraith sees a tendency of fairly long standing for European 
politics, outside of the United Kingdom and one or two other countries, to become 
polarised at the two extremes. He attributes the contrast in this with the United 
States to the fact that in America great reforms can be wreaked from nature and 
made within the normal trend of progress in a country of great natural resources ; 
in Europe the major reforms cannot be made without conflict between “ haves ” 
and ‘ * have-nots.” He is concerned at the increasing alliance of American opinion 
with the “ haves,” and at the tendency to seek to impose on European countries 
in which democratic-socialism is a potential force — with its symbols of public 
ownership, government planning and the gradual evolution of a worker’s State — 
the American symbols of private ownership, free enterprise and capitalism. 
“Moreover, the American version of free enterprise, a system that permits of an 
infinite variety of compromises in the domestic product, invariably becomes 
exceedingly pure and doctrinaire when packaged for export.” He pleads, as does 
the Joint Statement, for greater political and economic toleration. When he comes 
to the economic issues, Dr. Galbraith goes less deep. He sees the difficulties of 
European recovery and the importance of closer European economic integration. 
He sees the obstacles to the simpler solutions of customs unions and central con- 
trols over capital investment. But he does not see how greatly the difficulties 
of a solution are increased by the internal inconsistencies of American com- 
mercial policy — the conflict between the desire to create a single world of freely 
convertible currencies, in which there is equal opportunity for American exporters, 
and the desire to create a closely co-operating Europe within which there are 
eloper mutual economic ties than there can be with the outside world.] 

^National Planning Association. Special Report No. 20. Why 
I am in the Labor Movement. Washington D.C. : National Planning 
Association, 1949. 9". Pp. 55. $1.00. 

[Fifteen labour leaders of the United States write on different aspects of the 
labour movement.] 

Pardue (Beulah Lea). State Supervision of the Property Tax 
Assessments in Kentucky. University of Kentucky, Lexington : 
Bureau of Business Research, 1 948. 9". Pp. vi + 67. 50 cents. 

[This study is concerned with the machinery that exists in Kontucky for 
preventing inequities through inequalities of assessment between tax-payers, 
counties and classes of payers, and for eliminating undervaluation or wholesale 
diversion of property from the tax rolls.] 

Phelps Brown (E. H.). The Framework of the Pricing System. 
University of Kansas : Student Union Book Store, 1949. 8". Pp. 
xvi + 221. $3.25. 

[An American edition of Prof. Phelps Brown’s well-known text-book, reviewed 
in the Economic Journal of March 1937, by Prof. Hayek.] 

Proceedings of the National Conference of Social Work. Selected 
papers, seventy-fifth anniversary meeting, Atlantic City, New Jersey, 
April 17-23, 1948. New York : Columbia University Press (for the 
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National Conference of Social Work) (London : Geoffrey Cnmberlege), 
1949. 9”. Pp. xvi + 498. 32 s.Qd. 

[Papers read to the Seventy-Fifth Anniversary Meeting of the National Con- 
ference on Social Work at Atlantic City during April 1948.] 

Hoover (R. de). The Medici Bank : its organization, manage- 
ment, operations, and decline. New York University Press (London : 
Geoffrey Cnmberlege, 1949), 1948. 10". Pp. xv + 98. 22$. 

[The American edition of this book was noted in the December 1948 issue of 
the Economic Journal.) 

Shister (J.). Economics of the Labor Market. New York : 
Lippincott, 1949. 8i". Pp. xxiii + 590. $4.50. 

[To be reviewed.] 

Silk (L.). Sweden Plans for Better Housing. Durham, N.C. : 
Duke University Press (Cambridge University Press), 1948. 9". 
Pp. 149. 22$. M. 

[Prof. Silk made this study of Swedish housing plans while holding a Fellow- 
ship in Economics at Duke University and a Fellowship of the American Scandi- 
navian Foundation. This beautifully produced and illustrated volume describes 
the methods by which Sweden has handled the problems of housing shortage. 
It starts with an historical account of the development of housing in Sweden, and 
comes down to current ideas of housing in relation both to town planning and 
social progress. Interesting developments occurred in 1943. The Social 
Democratic government virtually nationalised the planning and financing of 
housing, but not the actual construction or ownership. Prof. Silk believes that 
America (and presumably other countries) can learn much from Swedish experience 
which has shown substantial results, but he does not hold that the United States, 
with higher income standards, need go so far towards nationalisation as Sweden 
has done.] 

Smith (A. H.), Bahr (Gladys) and Wilhelms (F. T.). Your 
Personal Economics. An introduction to consumer education. 2nd 
edition. New York and London : McGraw-Hill, 1949. 8". Pp. 
xii + 458. 14$. 6d. 

[This is designed as “ a simple, yet comprehensive, course for the earlier years 
of the secondary school period when all students can be reached.** Its purpose is 
to teach everybody economics by approaching the subject from the consumers* 
end, of which even a child has personal experience. It is written at an exceedingly 
elementary level, suitable mainly for American conditions. It is more concerned 
with protecting “ the bom gull from the born crook ” than with inculcating, even 
in their most simple form, the more genoral principles of economics.] 

^^Spiegel (H. W.). Current Economic Problems. Philadelphia : 
Dlakiston Company, 1949. 8i". Pp. x + 726. 

[This is an attempt to see, through a single pair of eyes, the main problems 
that confront the American economy. They fall under the heads of progress, 
security, freedom and peace. Groups of chapters deal with each of these. Under 
Progress are studied population problems, technological progress and capital 
formation and economic prediction and measurement. Under Security come 
consumer problems, price and employment stabilisation, trade unions, distributive 
justice, social security, housing. Under Freedom and Order come the concen- 
tration of economic power, government and business, public finance, defence, 
public utilities. Under International Peace are examined the problems of inter- 
national trade and finance. The special problems of agriculture, of the South and 
of the West have a final section of their own. This is a more than usually 
successful attempt to build on an unusual plan.] 

^Studies in Income and Wealth. Vol. XI. Conference on Research 
in Income and Wealth. New York : National Bureau of Economic 
Research, 1949. 9". Pp. xii + 450. $6.00. 

[To be reviewed.] 
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Taylor (H.) and Barger (H.). The American Economy in 
Operation. New York : Harcourt, Brace, 1949. 9". Pp. ix + 846 . 
$ 4 , 76 . 

[To be reviewed.] 

Thrupp (Sylvia L.). The Merchant Class of Medieval London. 
Chicago : University Press (Cambridge University Press), 1949. 9". 
Pp. xix + 401. 33$. 

[To be reviewed.] 

Wage-Price Spirals and Economic Stability. Washington D.C. : 
Chamber of Commerce of the United States, 1949. 9". Pp. 24. 
26 cents. 

[This pamphlet examines the dangers of another inflationary round of wage 
increases m the United States.] 

Warner (W. L.), Meeker (Marchia) and Eells (K.). Social 
Class in America. A manual of procedure for the measurement of social 
status. Chicago : Science Research Associates, 1949. 9". Pp. xiii + 
274. $4.25. 

[To be reviewed.] 

French. 

Bettelheim (C.). Bilan de l’^conomie frangaise, 1919-1946. 
Paris: Presses Universitaires de France, 1947. 9". Pp. viii + 286. 

360 fr. 

[This book gives an exhaustive statistical account of the development of the 
French economy from World War I until the present day. The reader is given 
extensive information about agricultural organisation, industrial development, 
demographic changes, financial structure and foreign trade, mainly in tabular 
form. This division of subject makes the data difficult to assimilate, and one 
would have welcomed a chapter giving some comparative ostimates of the French 
national income. The third part of the book is probably the most interesting. 
It gives a valuable account of the French economy during the years of occupation. 
The author concludes that the decline in French oconomic power was primarily 
due to the social and economic consequences of an ageing population, the failure 
to develop foreign trade and the growth of monopoly power. “C’ost pourquoi 
certains pensent que seul une revolution sociale est susceptible de mottre fin A 
cette regression Aconomique ...**; as one expects, the author is in favour of 
extensive nationalisation of monopoly industries and extensive economic 
planning.] 

Bettelheim (C.). Esquisse d’un Tableau fieonomique de l’Europe. 
Paris : Domat, 1948. 74". Pp. 356. 

[M. Bettelheim has set himself the task of examining what effocts the War has 
had upon European economic potential and what hope there is for economic 
revival. Although he lays the blame for the economic difficulties of the inter- 
war years at the doors of autarkic policy and monopolistic practices and places 
some emphasis upon the restriction on international trade, ho does not consider 
that Europe will benefit appreciably from the type of multi-lateralism associated 
with the various international organisations sot up since 1944. For instance, 
M. Bettelheim makes the point that one of the fundamental sources of economic 
disequilibrium in Europe is that the latter is relatively over-populated. (A 
precise definition of over-population is not given.) But “it is one of the para- 
doxes of the I.T.O. Charter that while it envisages the free movement of capital 
and commodities, it does not provide the same freedom for men, for the countries 
most able to accept emigrants do not wish to move the restrictions against free 
entry. The first two fundamental liberties, if not matched by a third, will 
condemn millions of individuals to starvation conditions.” But for all M. 
Bettelheim's able statistical survey and occasional pointed remark about post-war 
economic conditions in Europe, the only crumb of comfort he provides is that the 
correot solution is “ world economic planning.”] 
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Bbaibant (G.). La Planification en Tch6ooalovaquie. (Le plan 
biennal.) Cahiers de la Fondation Nationale des Soienoes Politiques 
No. 6. Paris : Armand Colin, 1948. 9i". Pp. 160. 

[The author is concerned to give an exhaustive account of the planning 
machinery set up by the Czech Government in 1946 rather than with the problems 
it was designed to solve. The book was published before the full effects of the 
Biennial Plan could be examined, and thus, when it deals with the specific problems 
of the Czech economy, it becomes more of a catalogue of good intentions than an 
analysis of the effects of planning itself. Some interesting comparisons between 
production targets and realised totals for 1947 are made, and some precise indica- 
tion is given of the effect of the disastrous drought upon agricultural recovery 
in that year. The Biennial Plan is given in full in an Appendix, and there is 
quite an extensive bibliography.] 

Burchardt (F. A.) and Others. L’fioonomie du Plein Emploi. 
Paris : Presses Universitaires de France, 1949. 94”. Pp. 234. 
600 fr. 

[This is the French translation of the well-known Oxford Institute of Statistics 
publication The Economics of Full Employment . The reproduction is good and 
the translation is competent.] 

Les Chemins de Fer en U.R.S.S. Paris : Presses Universitaires de 
France, 1946. 94". Pp. 77. 

[A short and readable acount of the development of railways in the Soviet 
Union. The descriptive material reinforoes the obvious conclusion that the 
economic expansion of Siberia must depend upon adequate railroad communica- 
tion. Although classified as a statistical and economic study, the booklet is 
primarily an exercise in economic geography.] 

Dehove (G.). Impot, iSconomie et Politique. Vol. I. Pression 
fiscale et 6quilibre economique. Paris : Presses Universitaires de 
France, 1947. 94". Pp. xvi -f 406. 400 fr. 

[This book is the first of two devoted to an elaborate study of the incidence 
and effects of taxation on both the individual consumer and producer and the 
whole economy. This study is super-imposed upon a detailed analysis of the 
various theories of value familiar in economic theory. There are two interesting 
features in the book. Firstly, the author has relied almost exclusively upon 
Italian writers ( e.g ., Barone, De Vico de Marco, Einaudi, Panteleoni, Pareto 
and many others) for his examination of marginalism, indifference curve analysis 
and his interesting survey of sociological theories of value. Secondly, in applying 
value theory to taxation problems the author has made the interesting point that 
indifference-curve analysis demonstrating the excess burden of indirect taxation 
was used by Barone as early as 1912 in the Giornale degli Economists M. Dehove 
is apparently unaware of developments in this aspect of economic theory in Great 
Britain and the United States. It is a great pity that the writer has had to assume 
that his follow economists are ignorant of the elementary theory of value. Too 
much of this volume is tie voted to unnecessary “ Dogmengeschichte ** which 
obscures rather than illuminates the points at issue. The use of diagramatic 
illustration is promiscuous. With two exceptions, the diagrams given are 
hardly necessary, and there are none given where they might save pages of text. 
Finally, special mention should be made of the invaluable list of Italian articles 
and books on taxation and value theory given in the appended bibliography.] 

Dessus (G.), George (P.) and Weulerssb ( J.). Mat&riaux pour une 
Geographic Volontaire de Tlndustrie francaise. Paris : Armand Colin, 
1949. 9£". Pp- 178. 250 fr. 

[This volume contains three studies of problems of industrial concentration in 
France. M. Dessus writes an unofficial French Barlow Report and draws very 
similar conclusions about the effects of industrial concentration to those of the 
Barlow Commission. M. George contributes the most interesting study of the 
three with an examination of the size of the industrial unit in various French 
industries. He encounters similar difficulties in the interpretation of official 
statistical data to those met by Rostas in his studies of industrial productivity. 
The predominance of the small firm, even in the extractive industries, is still a 
marked feature of French economy. The author does not, however, discuss the 
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relationship between size and efficiency. M. Weulersse confines his study to a 
description of the metallurgical factories in Tilli&res-sur-Avre which provide 
ample material for a study of industrial concentration in a rural setting.] 

L’Institut National de la Statistique et des jStudes iSconomiques* 
La Palestine. Paris : Presses Universitaires de France, 1948. 
9i". Pp. 192. 460 fr. 

[Although this handbook is described as a “ Memento ]5conomique,” it gives 
a comprehensive account of the historical and political development of Palestine 
and provides a wealth of information on industrial and agricultural development 
in the inter-war years. Chapter XI, on Palestine’s foreign economic relations, 
is particularly interesting for its explanation of fiscal problems and for its statistics 
comparing the inter-war and post-war balance of payments.] 

Nogaro (B.). Les Grands Probifemes de TlSconomie Contemporaine. 
Paris : Presses Universitaires de France, 1947. 7". Pp. 128. 

[An outline of contemporary economic problems written for the layman in a 
series rather after the style of our own Home University Library. The Chapters 
on Prices and Money are very well expounded, and the book as a whole is clear 
and concise.] 

Nogaro (B.). La Valeur Logique des Theories ficonomiques. 
Paris : Presses Universitaires de France, 1947. 9". Pp. viii + 185. 

200 fr. 

[The title of this book is somewhat misleading. It is in essence a critique of 
nineteenth -century economic doctrine except for a seven-page criticism of the 
Keynesian identity of saving and investment in Chapter VI of the “ General 
Theory.” In few cases has the author endeavoured to point out inconsistency 
in the formal logic of economic theorists ; his main quarrel is with assumptions. 
For instance, in the case of the marginal theory of value, which is examined 
at length, the main criticism is that “ nous ne sommes pas cupables de classer 
rigoureusement nos besoins.” The writer may have read Chapter VI of the 
“ General Theory,” but his criticisms, particularly his references to saving and 
hoarding, suggest that Chapter VII must have remained unread !| 

Ki ef r (J.). L’Orilre Social. New edition. Paris : Librairie de 
M&licis, 1948. 9". Pp. 659. 

[A new edition in one volume of the book which was published in 1945 and 
noted in the Economic Journal of June 1946.] 

Silz (E.). Le Relfevement feconomique et financier de la Hollande. 
Un succfes du dirigisme. Paris : Centre deludes de Politique 
fitrangisre, 1947. 7". Pp. 101. 60 fr. 

[After a short account of the economic effects of the War on the Dutch 
economy, M. Silz concentrates upon the problem of monotary stabilisation in 
Holland. By an interesting comparison with the Belgian currency reform, he 
attempts to show that the underlying economic conditions in both countries 
necessitated a different approach to the post-war inflation problem. As the book 
deals with the period from the Liberation of Holland to the end of 1946, it may 
seem over-optimistic in the light of the economic problems facing that country 
in 1947, the crucial year of Dutch recovery.] 

Weiller (J.). Problfemcs d’lSconomie Internationale. Les ^changes 
do Capitalisme Liberal. Paris : Presses Universitaires de France, 
1946. 9". Pp. 232. 240 fr. 

[This book is a long and elaborate critique of the Classical theory of inter- 
national trade, including the theory of the equilibrium of exchange rates, inter- 
spersed with a great deal of statistical information about intor-war exchange 
problems. The first part of the book is primarily empirical in content and dis- 
cusses the factors which promoted international disequilibrium in foreign trado 
in the inter-war years. The second and third parts deal with the theory of com- 
parative costs followed by the theory of the gold standard which, if comprehensive 
and elaborately documented, pays little attention to modern aspects of the theory 
of international trade. There is a very inadequate discussion, in six pages, of the 
foreign-trade multiplier. The fourth and fifth part s complete the empirical survey 
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by reference to problems of international investment and international monetary 
policy, special attention being paid to French experience. The author concludes 
that traditional theory will have little to tell us about the conditions of international 
trade in the years following the Second World War in view of the emergence of the 
planned State as the predominant political and economic order.] 

Austrian . 

Gruber (K.). Die Zusammenhange zwischen Gross©, Kosten und 
Rentabilitat industrieller Betriebe. Vienna : Springer, 1948. 94". 
Pp. 24. 3$. 9 d. 

[This article from the Zeitschnft f&r National dkonomie has been separately 
published by Messrs. Springer.] 

German. 

Montaner (A. ) . Der Institutionalismus als Epoohe amerikanischer 
Geistesgesohichte. Tubingen : J. C. B. Mohr, 1948. Pp. 155. 
DM. 9.60. 

[Even the most scholarly minded British or American economists will prob- 
ably fail to grasp the line of thought from which a book like this emerges. It is 
a product of a typical German academic mentality, at least as it was known in 
pre-Hitler Germany. Why it should be necessary to go back to Heraclitus in 
order to define “ institutionalism ” as a doctrine “ mainly prevailing among 
American economists, conceived by Thorstein B. Yeblen, and differing from 
classical and neo-classical economics in rejecting pure theory and the method of 
isolation ’* is difficult to comprehend. The more so, as it is doubtful whether the 
author is right in his assumption that the demand or exact and statistical- 
empirical description of the factual social and eoonomic institutions constitutes 
the fundamental difference between the classical and neo-classical economists on 
the one hand and the “ institutionalists ” on the other. This is more or less the 
line of demarcation which separates any non-classical school of economics from 
economic orthodoxy. It is the ethical orientation to which Veblen’s views and 
those of his followers owe their special significance. Though the author arrives, 
by a somewhat circuitous route, at the conclusion that developments of American 
thought within the sphere of social sciences are related to European development 
(which is nothing new), it is interesting to learn that he is obviously strongly 
influenced by the modern American theory which regards economics as a science — 
if it is such at all — which forms only a single branch of a more general science of 
human behaviour. The author has taken great pains to list the huge literature, 
which clearly confirms that the idea of causal necessity in social phenomena has 
been in the intellectual atmosphere for more than a century, but also that until 
now mankind has tried in vain to adjust “ causal necessity ” to social-ethical 
demands.] 

Neuling (W.). Neue deutsche Agrarpolitik. Tubingen : J. C. B. 
Mohr, 1949. 9". Pp. vi + 250. 

[To be reviewed.] 

Rugina (A.). Geldtypen und Geldordnungen. Fundament© fur 
eine echte allgemeine Geld- und Wirtschaftstheorie. Stuttgart : 
Kolhammer, 1949. 9i". Pp. xvi + 352. DM 20. 

[To be reviewed.] 

Dutch. 

Report of the President of the Java Bank. Batavia : Kolff, 1948. 
9J". Pp.26. 

[This report covers the years 1941-47.] 

Italian. 

Castellino (G.). Quaderni di cronache eoonomiche V. I rego- 
lamenti internazionali. Turin : Camera di Commercio, Industria ed 
Agricoltura, 1949. 94". Pp. 101. 
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Gangemi (L.). Amministrazione finanziaria pubblica. Naples : 
A. Morano, 1948. 94". Pp.435. 13001. 

Gangemi (L.). Elementi di scienza delle finanze. Vol. I. Teoria 
general©. L’organizzazione social© e la finanza publica. L’aspetto 
©conomico, part I. 4th edition. Naples : Eugenio Jovene, 1948. 
94". Pp. viii + 537. 1800 1. 

Gangemi (L.). Elementi di scienza delle finance. Vol. II. Aspetto 
economico della ripartizione. Finanza straordinaria. Naples : A 
Morano, 1945. 94". Pp. 403. 

Danish . 

Institute of Farm Management and Agricultural Economics. 
Thirty Years of Farm Accounts and Agricultural Economics in Denmark, 
1917-1947. Copenhagen : Ejvind Christensen, 1949. 91". Pp. 80. 
2 Kroner. 

[A study, here published in English, by the Danish Institute of Farm Manage- 
ment and Agricultural Economics, which summarises the Institute’s experience 
of the past thirty years. It starts with a briof introduction to Danish agricul- 
ture, and goes on to the development of farm accountancy. The third, and most 
interesting, section deals with the main results of the investigations undertaken 
by the Institute. These are analysed under broad heads of prices and price 
relationships, production and market conditions, returns on capital, working 
costs and financial results, the economy of large and small farms, and finally 
certain social aspects and living expenses.] 

Norwegian. 

Ouben (T.) and S0MME (A.). Trends in Intcr-War Trade and 
Shipping. Bergen : J. W. Eides Forlag, 1948. 11". Pp. viii -f 72. 

Kr. 15. 

[To be reviewed.] 

Polish . 

Bobkowski (S.). Metoda Racjonalnego Rozwiazania Zagadnien 
Gospodarczych i Spolecznych. Lubeck, 1948. 8". Pp. 59. 

[A discussion of the rational solution of economic and social problems.] 


Swiss. 

Sagoroff (S.). Begriff und Bereclinung dcs Volkseinkommens. 
Eine Untersuchung fiber Reinprodukt und Einkommen im Rahmen der 
Volkswirtschaft. Berne : Francke, 1949. 84 ". Pp. 132. S. fr. 
17.80. 

[To be reviewed.] 

Swedish . 

Malmquist (S.). A Statistical Analysis of the Demand for Liquor 
in Sweden. A study of the demand for a rationed commodity. 
Uppsala : Appelbergs Boktryckeriaktiebolag, 1948, 94". Pp. 133. 

[This book provides a detailed analysis of the sales of liquor in Sweden, 
principally over the years 1923-39, and is of particular interest since liquor 
rationing of a varying degree of strictness was in force over the whole period. 
Chapter I provides demand analyses in which the average quantity purchased in 
each year ib expressed in terms of the average ration as well as the level of real 
incomes and real prices. It appears that real price and income elasticities are in 
the range one to four to one to three as compared with estimates in the range 
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on© to two to two to three or even higher given for the United Kingdom by 
Stone and Brest. Chapter II is devoted to an examination of the meaning of 
demand elasticities for rationed commodities. In Chapter III the variations of 
consumption with price are examined in greater detail, and the use of monthly 
data are discussed, together with the attendant problem of seasonal adjustment. 
The final chapter investigates the amount of liquor bought by different income 
groups. The whole work is developed from a theoretical standpoint, and a careful 
use is made of regression and correlation techniques in the many applications. 
Everyone interested in demand analysis should read this book.] 


Czech. 

ChmelAr (A.). Funkce prava v hospoddrskem planovani. Prague : 
Ministry of Information, 1949. 8. Pp. 147. Kcs. 58. 

[This is a most disappointing book. The title would lead us to assume that 
we should get a discussion of the function of law in a planned economy, a topic 
on which far too little has as yet been written. Instead of that we are treated to a 
hurried discourse on the Marxian attitude to law which does not even possess 
the grace of clarity. This is followed by a short review of recent economic history 
related to Czechoslovakia and some trite remarks on planning in other countries. 
The appendix to the book contains the texts of the statues and statutory instru- 
ments of importance to planners in Czechoslovakia. The author appears to 
appreciate that the problem of law in a planned economy raises such issues as that 
of personal freedom, the freedom to contract and the like, but somehow he never 
really gets to grips with them.] 

Dolansky (J.). Svyrovnanym rozpoctem do pctiletky. Prague : 
Ministry of Information, 1949. 8. Pp. 59. Kcs. 9. 

[This booklet contains the substanco of the speech with which the then 
Czechoslovak Minister of Finance introduced the budget for 1949 in the Czecho- 
slovak Parliament. In the introduction it is stated that this publication is to 
serve as a text-book of socialist public finance. This little book should be an 
eye-opener to those who may have felt that in a socialist economy such pre- 
judices as fixed exchange rates, balanced budgets, stable currencies and the like 
would be discarded. l)r. Dolansky clearly shows how the need for investment 
finance has to be met in a socialist economjr from state receipts and how important 
the balancing of the budget is if inflation is to be avoided. The close connection 
between the budget and the national plan is emphasised, and the use of budgetary 
policy in the class struggle is illustrated. The appendix contains tables giving 
details of the 1949 budget.] 

Pulpan (0.) and StMbrny (J.). Zaklady cenov6ho prava. 
Prague : Orbis, 1949. 7. Pp. 516. Kcs. 180. 

[This is a text-book dealing with the legal aspects of Government price-fixing 
and price control and with the measures taken against black-market operators.] 

SiblIk (J.). Verejnd Finance Ceskoslovenska. Prague : Orbis, 
1947. 8. Pp. 196. K6s. 65. 

[This is a text-book of public finance written in the Continental style ; that 
is to say, the discussion is based on a description of the tax-system of the country, 
economic issues being completely disregarded. Within the limits set by its 
approach it is a competent enough work.] 

SibiAk (J.). Colmova sociologicka theorie st&tniho hospodarstvi. 
Prague : Knihovna sborniku ved pr&vnieh a statnich, 1947. 8. Pp. 
122. Kcs. 70. 

[Prof. Siblik’s purpose in writing this book was a more ambitious one than 
that in the book mentioned above. He aims in this work at restating the nature 
of public finance which he does by a severe criticism of Prof. G. Colm’s book : 
V oiks unrtschaftliche Theorie der Staateausgabzn. Prof. Siblik subscribed to the 
teleological approach to economics and believes thus in analysing problems of 
public finance on functional lines. The book suffers from an over-reliance on 
authorities who are quoted copiously so that it is often difficult to ascertain what 
the author's personal views are. The very method of approach followed by the 
author makes detailed criticism of the book difficult, since unless one has a copy 
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of Colm’s book at hand, Prof. Siblik’s arguments are not easy to follow. The 
absence of any kind of index is a further defect on a book of this type.] 

SpAcil (B.) and Others. Mimof4dn6 ddvky. Prague : Orbis, 
1949. 7. Pp. 293. Kes. 142. 

[This is a commentary on the Act of October 31, 1947, by which a kind of 
“ Special Contribution ** was imposed on certain classes of property owners and 
high-income recipients in Czechoslovakia. The purpose of this levy was to obtain 
funds for the payment of subsidies to farmers who had suffered heavy losses as a 
result of the drought in the summer of 1947. Following the political changos of 
February 1948, the Act was amended and the rates payable substantially in- 
creased in line With the known policy of the Communist party.] 

Spanish. 

Caban de (R.). Carlos V y sue Banqueros : la hacienda real de 
-Castilla. Madrid : Sociedad de Estudios y Publicaciones, 1949. 
10". Pp. xvi + 635. 

[This study of the Treasury of Spain during the reign of Charles V, its sources 
of revenue and its expenditure, is the first work published by the “ Sociedad de 
Estudios y Publicacionos ” of Madrid.] 

South American. 

Bastos (H.). A Economia Brasileira eo Mundo Moderno. S. 
Paulo : Livraria Martins Editora, 1948. 9". Pp. 290. 

[A geo-political examination of the structure of the Brazilian economy.] 

Jansenson (S.). Banco del Comercio Exterior Argentine). Buenos 
Aires: The University, 1948. 10". Pp. 101. 

[A discussion of the objectives and functions that might be performed by a 
Foroign Trade Bank of the Argentine.] 

Nueva Organizacion Bancaria Nacional. Buenos Aires : The 
University, 1948. 9". Pp. 31. 

[New legislation in March 1947 gave new objectives and responsibilities to the 
Central Bank of the Argentine Republic. This pamphlot sots out the changes in 
objectives and methods.] 


Official. 

British. 

Charles (Enid). The Changing Size of the Family in Canada. 
Census Monograph No. 1. Ottawa : Edmond Cloutier, 1948. 91". 
Pp. xiv + 311. 75 cents. 

[To be reviewed.] 

vBepartment of Agriculture. Agro-Eeonomic Survey of the 
Union. Survey conducted and data compiled by the Division of 
Economics and Markets. Pretoria : Government Printer, 1948. 
91". Pp. 192. Is. 

[This is the first of a series of reports arising from the agro -economic survey of 
the Union started in 1936. The survey is designed to aid our understanding of the 
agricultural structure of the country. It starts with an attempt to analyse the 
various factors — physical, biological, economic and historical — which determine 
the character of agriculture in different agro-economic areas and, so far as possible, 
to delimit those areas. By the end of 1941 some thirty areas had been delimited 
and grouped according to geographical position, and according to similarity of 
general features and present farming practice. This report covers the six high- 
land crop-production areas. It is hoped soon to publish roports on fourteen 
further areas. The report includes for each area a mass of invaluable detailed 
statistical material covering rainfall, temperature, soil, vegetation, farming 
systems, land utilisation, capital investment, crops, stock farming, labour supply, 
indebtedness and other general economic and social factors.] 
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Department op Trade and Commerce. Private and Public 
Investment in Canada. Outlook 1949. Ottawa : King's Printer, 
1949. 94" Pp. 51. 

[Gross investment is estimated to be about $4.8 billions in 1949 compared with 
$4.5 billions in 1948, an inorease of 7%. Of this $3.3 billions is estimated new 
investment and $1.5 billions is repair and maintenance.] 

Department op Trade and Commerce. Supply of Building 
Materials in Canada. Outlook 1949. Ottawa : King's Printer, 1949. 
94". Pp. 23. 

[A better flow of materials and fewer serious shortages are expected in 1949 
than in 1948.] 

Investment and Inflation. With special reference to the immediate 
post-war period. Canada, 1945-1948. Canada : Ottawa, 1949. 
13". Pp. 290. 

[This is a large roneo-ed report prepared in the Economic Research Branch of 
the Department of Trade and Commerce of Canada by Dr. O. J. Firestone with 
the assistance of Mrs. J. M. Nicholson and Mr. D. 3. Daly. It analyses the place 
of investment in the Canadian economy, its fluctuations after the past twenty 
years, the available resources, the trends of cost, tho contribution to the standard 
of living, tho attitudes of businessman, consumer and government, and finally 
the post-war investment boom. The author expects a continuation of the high 
1948 level of investment for two or three years at least.] 

v-/ Natarajan (B.). A Scheme of Crop Insurance for the Province 
of Madras. Madras : Economic Adviser to tho Government of Madras, 
1949. 94". Pp. 26. 

[This paper examines the possibilities of applying to Indian conditions the 
techniques of crop insurance which have been developed in America. The 
desirability of “ protecting the individual cultivator against the hazards of 
drought, floods, hail, fire, excessive rainfall, winds, plant diseases and insect pests ** 
is not in question. What to a layman seems much more difficult is how it can be 
mode possible to distinguish the consoquences of these catastrophes from the 
consequences of indifferent cultivation and insufficient energy in countering those 
disasters. In tho United States, apparently, tho insured farmer is protected 
only against a loss in yield either below 75% or below 50% of his average yield, 
at his option. Various other probloms are here discussed. It is suggested that 
there be insurance only of produce and not of price ; that insurance be started for 
certain staple crops only, but covering as wide an area as possible and not only 
those prone to disaster ; that it be made compulsory ; that tho levy be based on a 
premium of one- twentieth of the production ; that the responsibility of operation 
be placod upon a Public Corporation. It will be interesting to see whether this 
scliomo makes further progress.] 

The National Income of Jamaica for 1943, 1946. Jamaica : Central 
Bureau of Statistics, 1948. 13". Pp. 78. 2s. (yd. 

[This is a roneo-ed report on tho national income of Jamaica in 1943 and 1946. 
It is based on an earlier work by Prof. Bonham and Miss Phyllis Deane. The 
Island Statistician in a Foreword holds out hope that an annual estimate will be 
made in future if circumstances permit. Mr. Morais, the Assistant Statistician, 
who is responsible for this estimate, has been able to use a good deal of additional 
material, beyond that available to the earlier investigators. He has produced a 
fine and scholarly pieoo of work on which all concerned are to be congratulated.] 

^Studios in Official Statistics, No. 1 . The Interim Index of Industrial 
Production. London : H.M. Stationery Office, 1949. 84". Pp. 52. 
Is. 

[To be reviewed.] 

Union of South Africa. Social and Economic Planning Council. 
Report No. 11. Economic Aspects of the Gold Mining Industry. 
Pretoria : Government Printer, 1948. 94". Pp. 64. 6 s. 6 d. 

[This is a report of first-class importance. It represents an authoritative 
attempt to re-assess the place of gold-mining in the economy of South Africa in 
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the new post-war setting created by changed prices and costs, the Bretton Woods 
agreement and other changes. It faces not only the short-term but also the 
long-term problems of the industry. It attempts to estimate the future of the 
Witwatersrand Field and the potentialities of the Orange Free State Field. It 
seeks to face the even longer-term problems of the industry’s ultimate decline 
and of State policy in relation to declining mining areas.] 

Union of South Africa. Summary of Report No. 11 of the 
Social and Economic Planning Council entitled “ Economic Aspects of 
the Gold Mining Industry.” Pretoria : Government Printer, 1948. 
9i". Pp. 12. Is. 

[A short summary of the report noted above.] 


Dutch. 

Smulders (A. M. F.) and Massizzo (A. I. V.). Consumptieniveau 
en Inkomensverdoling. The Hague : Centraal Planbureau, 1949. 
9”. Pp. 11. 

Stuvel (G.). Analyse van een nationaal Budget. The Hague : 
Centraal Planbureau, 1949. 9i''- Pp. 32. 

(These are the first two of a series of reprints of articles, edited and produced in 
the Central Planbureau under the direction of Dr. Tinborgen by members of the 
staff of the organisation. As may be expected they are both scholarly and 
thorough pieces of work, embodying original ideas as well as authoritative 
statistical material.] 


Czechoslovak. 

Prubeh plneni hospodarsk6ho pl&nu. Prague : Ministry of 
Information, 1949. 8. Pp. 95. Kcs. 47. 

[This is a continuation of the series of reports dealing with the progress of the 
Czechoslovak economy under the two-year plan. The story is now brought up 
to the third quarter of 1948.] 

Prvni petilety hospodarsky plan Ceskoslovenske Republiky. 
Prague : Ministry of Information, 1949. 8. Pp. 277. Kcs. 64. 

[In this volume there appear the addresses given by the Czechoslovak Prime 
Minister and by some of his colleagues on the occasion of the introduction of the 
Five Year Plan Bill in the Czechoslovak Parliament. The texts of the Act 
itself and of the Government memorandum which accompanied the Bill are given 
in the appendix. The Act enumerates the general targets to be attained by the 
various industries by the end of 1953. The Government will, by order, lay down 
detailed quarterly programmes for the guidance of the various sectors of the 
country’s economy. It is interesting to note Section 42 of the Act which authorises 
the Government to regulate by order even mattors which would otherwise require 
the passing of an Act of Parliament.] 


Egyptian. 

Cereals Consumption in Egypt. Statistics by Mahmoud Abdel 
Karim. Introduction and Conclusions by J. I. Craig. Cairo : Govern- 
ment Press, 1947. 104". Pp- 18. 

[The purpose of this paper is to provide some of the background material on 
which an agricultural policy can be framed. The broad conclusion is that, over 
the period 1914 - 41 , population has grown about 1 - 15 % per annum, the area under 
cereal crops hew grown about 0*25% per annum, production of ceroals has grown 
about 0-38% per annum and consumption of cereals has grown about 0-26% per 
annum. Thus the population of Egypt is being progressively less well fed.] 
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International. 

ECE in Action. The story of the United Nations Economic Com- 
mission for Europe. United Nations : Department of Publio Informa- 
tion, 1948. 9". Pp. 47. 30 cents. 

[A popular account of the work of the Economic Commission for Europe, 
which describes with illustrations the progress made in Europe in the various 
fields in which the Commission has been interested.] 

Inter-Allied Reparation Agency. Report of the Secretary General 
for the Year 1948. Brussels : Inter- Allied Reparation Agency, 1949. 
9*". P.98. 

[The work of the Reparation Agency in 1948 was immensely complicated by 
indecision as to the future of deliveries. Thus, it was extraordinarily difficult to 
judge the probable size of the pool to be divided or whether particular allocations 
of plants might or might not turn out to be equitable. This report records the 
work done and in valuable tables shows what each receiving country has had. 
There is also a complete list of plants made available to the agency and allocated 
by them. In the vast majority of cases the plants concerned are pure munition 
plaints,] 

v/ I nternational Labour Office . Labour Courts in Latin America. 
Geneva and London : International Labour Office, 1949. 9i". 
Pp. v + 110. 3s. 9d. 

[This study compares and contrasts the machinery for settlement of labour 
disputes in the United Kingdom, France, Swedon, Germany and in the United 
States and Canada, with the machinery that has been created in Latin America. 
The latter are described in full detail, and a proposed resolution concerning Labour 
Courts is attached.] 

^✓'Technical Assistance for Economic Development available through 
the United Nations and the Sjiecialized Agencies. Lake Success : 
United Nations (London : H.M. Stationery Office), 1949. 9". Pp. 
102. 45. 

[This booklet summarises the types and sources of assistance provided by the 
United Nations and its specialised agencies. The available assistance is analysed 
under the broad heads of agriculture, forestry, fisheries, other physical resources, 
education and technical training, labour and employment, health, nutrition, 
safety/ public administration, finance, curroncy and statistics.] 

x^Jnited Nations. Catalogue of Economic and Social Projects. 
No. 1. Lake Success : United Nations (London : H.M. Stationery 
Office), 1949. 9". Pp. vii + 271. 10 8. 

[An analytical catalogue of the work proceeding under the United Nations and 
its specialised agencies in the fields of economics and social probloms. Some 
739 items are listed, and ouch is given a few lines of description, indicating in 
most cases the circumstances in which the work was instituted, its approximate 
content and probable date of completion.] 

United Nations. Check List of United Nations Documents. 
Part 6h : No. 1. Fiscal Commission, 1947-1948. First Session. 
Lake Success : Library Services, Department of Public Information, 
United Nations, 1949. 9". Pp. 11. 2s. 6d. 

United Nations. Check List of United Nations Documents 
Part 5 : No. 1. Economic and Social Council, 1946-1947. First to 
Fifth Sessions. Lake Success : Library Services, Department of 
Public Information, 1949. 9". Pp. lii + 230. 25s. 

[Lists of documents with brief indication of the subject and content.] 

United Nations. Research and Planning Division, Economio 
Commission for Europe. Economic Survey of Europe in 1948. 
Geneva : United Nations, 1949. 11". Pp. xii + 288. $2.50. 

[To he reviewed.] 
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United Nations. International Tax Agreements. Lake Success : 
United Nations (London : H.M. Stationery Office), 1949. 10". Pp. 
461. Paper 20s. Cloth 25s. 

[This volume brings up to date the six -volume Collection of International Tax 
Agreements and Internal Legal Provisions for the Prevention of Double Taxation and 
Fiscal Evasion , published by the League of Nations from 1928 to 1936.] 

United Nations. Major Economic Changes in 1948. Lake 
Success : United Nations (London : H.M. Stationery Office), 1949. 
11". Pp. vi + 74. 5s. 

[The purpose of this publication is to make generally available the preliminary 
results of the more comprehensive economic survey of the world situation in 1948 
which is in preparation. It contains a groat deal of valuable statistical and factual 
material with preliminary world totals in most cases.] 

United Nations. National Income Statistics of Various Countries, 
1938-1947. Lake Success : United Nations (London : H.M. Stationery 
Office), 1949. 11". Pp. vi + 150. Paper Is. 6 d. Cloth 12s. 6d. 

[To be reviewed.] 

United Nations. Public Debt, 1914-1940. Lake Success : 
United Nations (London : H.M. Stationery Office), 1948. 11". Pp. 

159. 12s. 6d. 

[A tabulation of the public debt outstanding and the debt service of all the 
principal countries of the world. The data are presented wherever possible in two 
tables. The first shows for each year from 1914 to 1946 (and whore possible for 
1947) total public debt, domestic long-term debt, domostic short-term debt, 
foreign debt, interest and redemption payments. Price movements and exchange 
rates are added for convenience. In the second table are shown the most im- 
portant obligations incurred since 1928 and where possiblo the purpose, amount 
outstanding, nominal rate of interest, date of issue and dato of maturity of each 
loan. This is an invaluable work of reference.] 

United Nations. Review of International Commodity Problems 
1948. Lake Success : United Nations (London : H.M. Stationery 
Office), 1948. 10i". Pp. v + 42. 2s. 6d. 

[This is the report for 1948 of the Interim Co-ordinating Committee for 
International Commodity Arrangements. After a brief general survoy, the cur- 
rent situation for each of the principal primary commodities is described and 
analysed.] 

United Nations. What the United Nations is Doing for Non- 
self-governing Territories. Lake Success : United Nations, 1948. 
7J". Pp. 24. 15 cents. 

[A popular account of the United Nations machinery for supervising the 
administration of Non-self-governing Territories.] 

United Nations. What the United Nations is doing for Refugees 
and Displaced Persons. Lake Success : United Nations, 1948. 7£". 
Pp. 16. 15 cents. 

[A popular account of the problem of the Displaced Persons. At the end 
of 1948 there were still some 706,000 refugees in Europe dependent on the Inter- 
national Refugees Organisation. During the year mid- 1947 to mid- 1948, there 
were 204,000 refugees settled. The largest number (nearly 70,000) came to the 
United Kingdom. It is hoped to settle 380,000 during 1948-49. But there is a 
hard-core, of about 184,000 which may be left stranded in Europe unless certain 
nations are more liberal in their standards of admission.] 
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DECEMBER , 1949 

ON STICKING TO ONE’S LAST 1 

Three years ago our then President, Mr. Hawtrey, in a 
challenging address entitled “ The Need for Faith,” 2 commented 
on the loss of self-confidence which had overtaken the race of 
economists. This he attributed to their lack of faith. Faith in 
the utilitarian calculus, faith in the invisible hand, had wilted 
away, and nothing had taken its place. Nothing short of an 
enlargement of the scope of economics to embrace all the elements 
of the good life, so I took his final sentences to mean, could get 
our science back upon its feet, and restore to its practitioners 
self-confidence in addressing their fellow men. 

Now I do not know that I myself had noticed any particular 
diffidence on the part of my colleagues about tendering advice. 
On the contrary, I think I should say that whereas in the old 
days economists were generally content to indicate the directions 
in which action might be taken to promote the public good, they 
have latterly become much more confident about reducing their 
counsel to precise and quantitative terms. It is true that some 
nasty tosses have been taken. You will remember those eight 
million American unemployed whom the operation of the “ con- 
sumption-function ” ought to have churned out in 1946 but did 
not ; those targets for the man-power to be engaged in sundry 
British industries which never looked much like being hit, and 
which seem to have been quietly returned to store. But on 
the whole the practitioners of the art of predictional arithmetic 
appear to be pretty good — as any true-born Briton, American or 
Dutchman should be — at coming up smiling, explaining that the 
connection between their variates must sometimes be taken to be 
stochastic rather than functional 3 (this, as you know, is now the 
dignified way of saying that it is all largely a matter of guess-work 
after all), and returning to the charge. 

1 Presidential Address at the annual meeting of the Royal Economic Society 
on June 23, 1949. 

* Economic Journal, September 1946, pp. 351 ff. 

* Prest, ** Some Experiments in Demand Analysis,” Review of Economics 
and StaUsMce, February 1949, p. 34. 
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That, however, is by the way. What I want to discflss is 
whether the old view that the economist as such is concerned 
only with certain parts or aspects — the more material parts or 
aspects — of human welfare is really out of date; whether the 
complete integration of economics with ethics which Mr. Hawtrey 
appears to hold to be necessary for the recovery of the self- 
esteem of the economist is really either possible or desirable. I 
cannot persuade myself that it is. 

The first thing to be said in this connection is this. As“ I 
understand it, the concept of measurable utility, after* going 
through a rough patch, has now been pretty firmly re-established 
on its throne. I know that put in this way this is a provocative 
statement, and that I am too incompetent mathematically to be 
at all a reliable guide in such matters; but I am not going to 
be deterred from telling you, very briefly, the story as I see ft. 
Some decades ago, under the influence of Pareto, it became 
fashionable to maintain that all the facts of the market-place 
could be explained by supposing simply that people prefer one 
situation to another without making any assumption about the 
magnitude of their preference. That being so, why should a 
man of science look any further ? If, the cardinal measurement 
of utility being thus ruled out, the baby of Economic Welfare 
as an Objective of Policy were found to have slipped out with 
the bath-water,, that couldn’t be helped — indeed, it might be 
good Georgian riddance of bad Victorian rubbish. 

In fact, however, so it seems, those who argued in this way 
were not always quite consistent; they could sometimes be 
caught out assuming not only that people prefer one situation to. 
another, but that they prefer one change in situation to another 
change in situation; and that is a very different pair of shoes, 
with very different implications. Up this rope-ladder there 
slipped one night, led by Professor Hicks, the gallant members 
of E.W.R.R.A. — the Economic Welfare Reprieve and Rehabilita- 
tion Association — who rescued the baby. The price of rescue 
was that the bath-water should be used to christen the baby 
with a whole string of new names — preference, indifference, 
marginal substitutability and the like — which were believed, 
erroneously in my poor view, to be clean of the offensive odour 
of utility which Pareto had left hanging about the house. On 
the whole, the price of the baby’s rescue has been quietly paid, 
and our text-books are now full of new jargon and new curves. 
And the baby, bursting with national milk and black-currant 
juice, flourishes as never before. But you should see how the 
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dear little fellow dimples up with delight when some of us, rather 
secretly, call him by his old names — Utility, Satisfaction and the 
like — and confide to him our private doubts whether he ever 
rQftlly needed all the skilful rehabilitation which he has received. 

However that may be, what I am trying to suggest is that 
the concept of economic welfare is solid and substantial enough 
to give the economist plenty to think about, to argue about and, 
if he can make up his mind, to tender advice about, without 
feeling constrained to put his head in a bag, still less a gas-oven, 
because he does not feel himself to have mastered the whole 
problem of good and evil. After all, it is surely still true that, 
in Adam Smith’s words, “ the subdivision of employment in 
philosophy, as well as in every other business, improves dexterity 
and saves time.” But I don’t deny that there are difficulties 
about this policy of sticking to one’s last, and I will try to say a 
little about some of them. 

The first is that there are certain things which figure partly 
as a means to economic welfare and partly as alternative ends in 
themselves. One of these, as Hawtrey has so often reminded 
us, is National Power and Prestige; another is Occupation or 
Employment, now rightly regarded as a good in itself as well 
as a means to the earning of income. With how much respect 
is the economist to regard these personages when they insist on 
slipping outside his counting-house and setting up shop on their 
own ? Is he to try to whistle them back into his fold ? I think 
he will be wiser to admit their independent status, and to recog- 
nise therefore that practical wisdom will sometimes prefer their 
claims to those which he puts forward on behalf of his own 
child. By so doing he will safeguard rather than surrender his 
right and duty to act as a watchdog for economic welfare in the 
stricter sense. Provided he is contented in the last resort to be 
over-ruled, let him bark with a loud voice and a clear conscience 
when he thinks he sees national resources being squandered in 
over-ambitious foreign policies, or this industry and that being 
conducted by obsolete methods or in unsuitable places lest A 
and B and C, even though duly supported at the public expense, 
should suffer the mental pain and humiliation of finding their 
work unwanted. 

Next, what is the economist to do if he is told that some 
measure or institution which he commends as a means to 
economic welfare conflicts head on with the immutable principles 
of natural justice? Suppose, for instance, he concludes, with 
Edwin Cannan, that “ the most powerful lever for increasing the 



508 THE ECONOMIC JOURNAL [DEC. 

opportunities of women [in industry] is taken away if they are 
not to do the work cheaper.” Or suppose that, venturing to 
differ from the view recently expressed in our Journal 1 by Mr. 
Kahn, he holds that workpeople commonly undervalue the risks 
of insecurity of employment, and that wage differences remain 
accordingly the most effective way of promoting the flow of 
labour from areas of low demand and high supply to areas of 
high demand and low supply. Must he refrain from putting 
these points on the grounds that justice demands that equal 
work should always and everywhere command equal pay, so 
that any wage-gap which is imprudent enough to raise its head 
ought to be immediately ironed out by social action, whether or 
not it has had time to do its economic job ? 

Surely not; surely one of the economist’s most obvious 
duties is to attempt to disentangle useful injustices from useless 
or harmful ones. Working women may be poor; but it may, 
nevertheless, on balance promote economic welfare that they 
should be paid less than working men. On the other hand, the 
owners of steelworks may be rich ; but it may, nevertheless, be 
inimical to the generation of economic welfare that those capi- 
talists who organise the production of something manifestly 
supremely useful, even according to the Socialist State’s own 
austere criteria, should be treated more harshly than capitalists 
in general. The world is full of these uncomfortable possibilities ; 
and if the economist can do something to elucidate them he will 
have done a useful job. If, in the face of his findings, the 
Sovereign People then deliberately decides that Justice is at 
all costs to be preferred to Welfare, or even that the Soaking of 
the Rich is at all costs to be preferred to both — well, that is that, 
A rather more complicated problem faces the economist if he 
judges that a certain course of action would promote economic 
welfare if public opinion would accept it, but will damage even 
economic welfare, which it is his business to consider, if public 
opinion, as may for the moment seem more probable, resorts to 
sabotage to compass its defeat. It is no good breaking one’s 
head against brick walls ; great is the temptation to cry 

Let the long contention cease ! 

Geese are swans, and swans are geese. 

Let them have it how they will I 

Thou art tired ; best be still. 

Yet I feel sure that if the economist is in too much of a hurry 
to pose as the complete- man — too anxious to show that he is 

1 March, 1949, p. 9. 



1949 ] 


ON STICKING TO ONE’S LAST 


509 


duly sensitive to “ the changed temper of the age ” and has 
taken full account of what is 4 4 politically and psychologically 
possible,” he will be in danger of betraying his calling. Twenty- 
five years ago it needed some spirit on his part to develop the 
case for deficit financing as a remedy for trade depression with- 
out being prematurely silenced by the argument that it would 
scare the business man and so do more harm than good. Now 
the boot is on the other foot, and it takes some spirit to state 
clearly and fairly the case for wage reduction as a cure for un- 
employment or an adverse balance of payments, or the case for 
the curtailment of subsidies and the overhauling of social services 
as a solvent of inflationary pressure, without being prematurely 
silenced by the argument that nowadays the Trade Unions would 
never stand for such things. Perhaps they wouldn’t; but that 
is no reason for not following the argument whithersoever it 
leads. But it is easier flogging dead horses than taming live 
ones ; and some of those who display great retrospective gallantry 
against -the fallacies and obscurantisms of yesterday seem to me 
somewhat over-hasty to make their peace with those of to-day. 

You will see that my ambitions for my profession are not 
quite so exalted as my predecessor’s. I do not want the 
economist to mount the pulpit or expect him to fit himself to 
handle the keys of Heaven and Hell. I want him to be rather 
brave and rather persistent in hammering in those results achieved 
within his own domain about which he feels reasonably confident, 
not too readily reduced to silence by the plea that this, that or 
the other is ruled out of court by custom, or justice, or the 
temper of the age. But in the last resort I want him, too, to be 
rather humble — humbler than some of his great predecessors 
were disposed to be — content to bow to the judgment of the 
prophets or even the men of affairs if he is convinced that his 
case has been properly understood and fairly weighed. In fine, 
I like to think of him as a sort of Good Dog Tray rather than 
as a Priest for Ever after the Order of Melchizedek. 

D. H. Robertson 

Trinity College , 

Cambridge . 



ECONOMICS: YESTERDAY AND TO-MORROW 1 

The natural hesitation which I feel in addressing you as Presi- 
dent of this section is perhaps slightly alleviated by the reflection 
that I am now (I believe) entitled to speak to you — if I may lapse 
into French — as the doyen among the Professors of Economics in 
these islands. It is an honourable position which I owe solely to 
the lapse of time — a process which ultimately brings distinction to 
the meanest centenarian, as a reward for the somewhat negative 
virtue of not having dropped out by the way. It is rather like 
Interest (or at least what Interest used to be before 1935), the 
Reward of Waiting, attainable even by the mentally deficient, 
who may doubtless qualify by virtue of “ long lacking.” It is 
not far short of fifty years since I was first introduced to the study 
of Economics on a mixed diet of the small Marshall and John 
Stuart Mill; I have now been professing since 1921. In this 
section we are not all “ academics ” (a horrid word) ; but perhaps 
we Academics give a flavour to the proceedings. In the circum- 
stances I think it may not be inappropriate if to-day I speak to 
you as a Victorian Professor on his last legs. You may consider 
that in the string of platitudes which I shall doubtless address to 
you, I am confusedly making a death-bed confession of error; 
or (if you are more charitable) you may regard me as doing my 
best to understand sympathetically how, in the very different 
climate in which he will carry on his activities, my more en- 
lightened successor may regard me. 

We could doubtless learn a great deal of the continually chang- 
ing view of what Economics is supposed to be, and what purpose 
its study is supposed to serve, by the simple device of reading in 
chronological order the definitions of Economics given by its 
leading exponents. But this is a task which to-day I may not 
perform on your behalf. A random stab here and there must 
suffice. Adam Smith is entirely explicit in one passage frequently 
quoted in better days : “ Political Economy, considered as a branch 
of the science of a statesman or legislator, proposes two distinct 
objects.” These objects do not concern us at present; but you 
will remember that they were, first, to provide a plentiful sub- 

1 Presidential Address, delivered before Section F of the British Association on 
September 2, at Newcastle-upon-Tyne. 
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sistence for the people, or, as he at once added (suddenly remem- 
bering how omnipresent is the danger of misrepresentation), “ to 
enable them to provide such a subsistence for themselves ” ; 
and, secondly, to provide a sufficient revenue for the State. But 
the essential point to note is that for Adam Smith, Political Econo- 
my was a branch of the science of a statesman ; in other words, it 
was inextricably intertwined with politics and government, con- 
cerned with getting things done. I do not think that the idea of 
there being such a thing as an “ economic law ” ever penetrated 
the crass intelligence of Adam Smith ; I doubt whether the word 
“ Law ” in this sense occurs anywhere in The Wealth of Nations ; 
but when you come to Ricardo, it is hardly too much to say that 
the primary function of the Economist is to detect and lay bare 
“ Economic Law.” Indeed, the characteristic feature of the early 
part of the nineteenth century was the conscious effort to trans- 
form Economics into a wholly independent scientific discipline, 
establishing laws or generalisations, while remaining perpetually 
and eternally neutral in a world of conflict. You will find a 
sufficiently beautiful expression of this simple view in Senior, 
who chides previous writers for their incorrigible tendency to 
wander into what he calls the far more interesting, but far less 
definite, fields by which the comparatively narrow path of Political 
Economy is surrounded. It is an arresting simile. The economist 
is a dumb ox, condemned to follow a narrow path which leads 
through attractively flowery, but not very definite, meadows ; but 
woe to him if he looks over the hedges. “ His conclusions, what- 
ever be their generality and their truth ” — it is Senior who is 
speaking — “ do not authorise him in adding a single syllable of 
advice.” Much later in the century you will find the same point 
of view expressed by Caimes, with comparisons which I find not 
too happy : Political Economy (he said) stands “ neutral between 
competing social schemes ; neutral, as the science of Mechanics 
stands neutral between competing plans of railway construc- 
tion . . . ; neutral, as Chemistry ” — and this is what sticks in 
my throat — “ stands neutral between competing plans of sanitary 
improvement.” 

Indeed, in an era of laissez-faire, the divorce between economics 
and politics is perhaps inevitable. Let us for the moment accept 
the familiar travesty of laissez-faire, and assume that it postulates 
that the ideal State should confine itself to doing nothing, and 
doing it rather well ; but if that is even an approximation to the 
implications of laissez-faire, then it is difficult to see how Econo- 
mics, however defined, can be subservient to Politics. For 
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though there may be a certain Art in doing nothing, it may be 
questioned whether there is a corresponding Science. 

Doubtless it was always realised that Economics had its neigh- 
bours, that there were frontiers and borderlands; and those of 
us who were properly brought up and learned our “ Scope and 
Method ” from Dr. Neville Keynes, at one time in our lives knew 
all about the ties between Economics and the neighbouring tracts 
of country occupied by Political Science, Ethics, Psychology, 
Jurisprudence and many more. Doubtless also the most reso- 
lutely reoluse economist perpetually violated his own professed 
principles; for it is as difficult to prevent an economist from 
giving advice as it is to prevent the notional proverbial woman 
from talking. Yet, broadly, despite obvious lapses, it is true 
that the nineteenth century was in the main a period of specialisa- 
tion, when the economist tried to keep himself to himself, and 
to pursue the peculiar problems of his own specialism. 

It is almost a commonplace to-day that the era of specialisa- 
tion has for the time being ended ; that the old frontiers have been 
largely obliterated, and that in the next generation the economist 
will have to be much more than an economist. Perhaps his 
primary task will be to view his Economics in relation to all the 
other so-called social sciences, and thereby to effect a new synthesis. 
Let us consider for a moment, very briefly, some of these in- 
creasingly non-existent boundaries. The first and most complete 
disappearance of a frontier is, I think, that between Economics 
and Politics. For myself, I regard this as having always been a 
very blurred and indeterminate dividing line ; but that is merely 
a personal point of view. To-day it is possible to say more 
emphatically than at any time since the dominance of mercantilist 
ways of thinking, that practically every economic problem has 
become a political problem, and that most, if not all, political 
questions have their economic penumbra. The more or less 
complete fusion of economics and politics can be explained on 
various grounds, even if the various explanations very largely 
represent different aspects of the same fundamental tendency. 
You may say that it is due to the coming of the Welfare State ; 
you may say that it is due to the eclipse of laissez-faire. In an age 
which has, apparently, unbounded faith in the competence of the 
State to do everything and to provide for everything, the decision 
in economic problems tends to pass to the Government, and econo- 
mic discussion finds its last asylum in the House of Commons. 
As an influence tending to the fusion of Economics and Politics, 
you may attribute something to the delayed impact of Marx, for 



1949 ] ECONOMICS : YESTERDAY AND TO-MORROW 


513 


whom Economics was a first stepping-stone to revolution, which 
is political, if anything is. The extent to which Economics and 
Politics have to-day become intertwined is seen in the fact that 
what is probably the most fundamental, as it is the most ubiqui- 
tous, problem of these times is precisely that of determining the 
limits of the economic activity of the State — what we expect the 
State to be, and what we expect it to do in economic matters. 

The second frontier which has obviously been trampled upon 
— or perhaps should be trampled upon even more that it is — is 
that between Economics and Psychology. We ought never to 
forget that we are always dealing with human beings, though per- 
haps we sometimes tend to do so when we wrap ourselves in a cloud 
of differential equations. But if we are dealing with humanity, 
then we ought to know everything that there is to be known about 
the curious behaviour of this most curious human beast. We 
should remember that we are never far removed from a suffering 
human heart. Here possibly, as I sometimes think in moments 
of intellectual pessimism, will for ever be the weak point in Econo- 
mics, and indeed in all the social sciences. For the heart of man 
is unsearchable, and his behaviour can never be foretold, moved 
as he not infrequently is, and moved surprisingly, by motives of 
which he is himself unconscious. Strictly speaking there is no 
such thing as Labour, glorified with a capital “ L,” apart from 
individual labourers who all toil and sweat at different jobs, and 
display an infinite variety of temperament, disposition, endow- 
ment and circumstance. There is also no such thing as Capital, 
apart from the individual owners and controllers of the means of 
production ; and these again, I need hardly tell you, are a motley 
crowd. 

The older generation suffered much ridicule — undeserved, as I 
think — because of what was supposed to be the undue simplifica- 
tion of their underlying psychology. But indeed there is some- 
thing to be said for them. They realised that if they were to 
reason about Man, they must first define him ; just as, before 
reasoning about triangles, you must know what a triangle is. 
And as a result there emerged, or was supposed to emerge, that 
ridiculous, bloodless scarecrow, known as the “ Economic Man ” — 
the man whose every action was determined by a careful balancing 
of economic considerations. Yet, if he existed anywhere, I doubt 
not that he was a most exemplary citizen, observing the laws both 
of God and of Man. He remembered the Sabbath day to keep it 
holy, being advised by his medical attendant that one day’s rest 
in seven would increase his productivity in the remaining six. 
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He honoured his father and his mother, knowing well how wide 
is still the testamentary discretion which the law allows to parents. 
Of the grosser offences he was guiltless, being well aware that a 
period of incarceration would effectively debar him from the 
profitable service of his fellows. If he had any weakness, it was 
doubtless a tendency to covetousness, but such slight short- 
coming as he may have been guilty of in this direction was, he 
felt, no more than was inevitable, if he were to comply with the 
Pauline injunction to covet earnestly the best gifts. Such, 
supposedly, was the Economic Man, and though he had his 
virtues, “ Who would not laugh if such a man there be ? ” Never- 
theless, looked at more closely, what the older economists were 
trying to do was, in their own words and for their own purposes, 
to “ make abstraction ” of those qualities which did not affect 
Man in his acquisition or consumption of wealth. Political 
Economy was concerned, such was Mill’s view, with Man solely 
as a being who desires to possess wealth, and who can make efforts 
to that end. Other qualities of the human beast must be ignored, 
except in so far as they are “ perpetually antagonising principles ” 
to the desire for wealth. And of such perpetually antagonising 
principles, there are two. In a very fine phrase, they are “ aver- 
sion to labour, and the desire of the present enjoyment of costly 
indulgences.” V- Man, in short, is a lazy brute, and he wants to have 
a good time now, and if we are honest with ourselves, in our 
private confessionals, we will acknowledge, each speaking for 
himself, that it is at least a part of the truth, even if we should 
prove incapable of clothing the confession in the impeccable 
language of John Stuart Mill. But it was never meant to be a 
complete picture : still less did that saint of Rationalism intend 
it to be a picture of the ideal man. Mill, in effect, said : “ I can- 
not tell you what Man is ; but this, alas, is a bit of him.” And 
also implicitly the Economic Man was a warning regarding the 
limitations of the validity of economic conclusions. In a sense 
Mill also said: “ I am talking of one side of Man; but he has other 
sides, and therefore you had better be on your guard.” In these 
days when we do so much to encourage research, I should like 
some modem John Bunyan to supplement The Life and Death of 
Mr. Badman by a companion volume on The Life and Death of the 
Economic Man. The research student who is conspicuously distin- 
guished by aversion to labour will find a great deal of the necessary 
biographical detail in Dr. Hennipman’s imposing volume. For if 
the Economic Man is not dead, at least we seem to have buried 
him. Yet incomplete and defective as this ogre may have been 
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as an explanation of human action, he was at least an acknowledg- 
ment that you do need a psychological foundation. I am not sure 
that we are further on to-day. If anyone were to ask me what 
are the psychological assumptions of modern economics, I should 
be constrained to give a dusty answer. Perhaps the ghost of the 
Economic Man, that perturbed spirit, still stalks our ramparts. 
But of one thing I am certain : a structure of economic theory that 
is not based on sound psychology is a house without foundation. 
And therefore your economist must be a psychologist — of a sort. 

I must deal more briefly with some of the other disappearing 
frontiers. In my youth there was much talk of the relation of 
Economics to Jurisprudence. Apart from all that was then said, 
about it and about, I suggest that in the new world there are over- 
whelmingly stronger reasons why every economist must become 
something of a lawyer. In the Welfare State, the law provides 
the machinery for the economic activity of the State ; the mach- 
inery rests on and is modified by the law. To-day the economist 
must read and, so far as that is practicable, understand a con- 
siderable section of the enactments that are being incessantly 
disgorged from Westminster — even if Members of Parliament 
themselves are exempted from this exhausting task. It used to be 
said that the best source-book for a study of mercantilism could 
be compiled from the Preambles of Acts of Parliament, in days 
when Acts of Parliament and their preambles were still models of 
reasoning and of English style. To-day one of the chief sources for 
the economic tendencies of our times is in the Statute Book itself ; 
and an economist must be at least of the competence of a hedge- 
lawyer to find his way about. 

Need I say anything about Ethics, our nearest and our oldest 
neighbour ? You will recall Marshall’s saying that Economics is 
the handmaid of Ethics. Admittedly, handmaidens to-day are 
more of a notional race of beings than they were in Marshall’s 
life-time ; but the idea is clear and its justification incontestable. 
Let us admit, even in this Section, that Economics can never be 
an end in itself ; by its very nature and from its birth it is doomed 
to be a subordinate, a younger sister, a handmaid to someone. 
At its best Economics is designed to disclose a means to the attain- 
ment of some end, to the realisation of some way of life, some 
vision or some ideal. It is for Ethics (we hope) to tell us what the 
good life is, what justice and equity are, what sort of an existence 
we ought to try to provide for ourselves and others — if it comes to 
that, how we ought to behave to each other, a question which not 
infrequently has curious economic infusions. But those who are 
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concerned with the means can hardly be denied the privilege of 
having some views on the end. It is, indeed, only in so far as we 
take some part in the ethical debate that our Economies can 
acquire a meaning, an inspiration and a driving force. If you 
ask me to fix a just wage, you must allow me to have some ideas 
about “ justice.” And I think that we economists should per- 
petually bear in mind that the framework of The Wealth of Nations 
— which we may conveniently take as the source of modem 
economics — was first presented to raw Soottish undergraduates as 
part of a course on Moral Philosophy. We economists were con- 
ceived in the study of a Professor of Moral Philosophy, and cradled 
in a Moral Philosophy class-room. Whether you believe in the 
laws of inheritance or in the potency of early environment, you 
can hardly deny that it is “ natural ” for an economist to be a 
moralist. 

And having gone so far — Heaven help me ! — may I go still 
farther and suggest that the economist may have to become some- 
thing of a theologian 1 Or if for any reason you shy at some of the 
ordinary implications of the word “ theology,” let us say that the 
economist should aspire to a reasoned Weltanschauung — for there 
is always much wisdom in taking refuge in a foreign language, 
imperfectly understood. Doubtless, it is at times difficult to 
make sense of this world ; yet I suppose it is what we are all trying 
to do. And unless we are prepared to regard ourselves merely as 
a company of irresponsible idiots dancing in the void, we must 
frame for ourselves, if only as a working hypothesis, some sort of 
view of the kind of cosmos which we inhabit, and of the manner 
of its governance. The economy of heaven may be dark, as one 
of our poets suggested, using a very familiar word in rather an 
archaic sense ; but unless we can persuade ourselves that life in 
some way makes sense, the significance of our economics will 
likewise evaporate. 

I have been led on to this, perhaps rather delicate, subject, 
because one of the most striking features in the economics of the 
Founders^ above all in Adam Smith and Malthus, was the strong 
infusion of theology at the roots of their thought. Laissez-faire 
nowadays is a doctrine that has, apparently, fallen so low that, 
with few exceptions, there be none so poor as do it reverence. 
In an ignorant age, which to its disgrace has allowed Adam Smith 
to go out of print, it is commonly assumed to be a godless, damn- 
able doctrine of selfishness and of “ devil-take-the-hindmost.” 
But in its origins, as represented by Adam Smith, it is something 
entirely different. For him the justification of laissez-faire is to 
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be found in the perfection with which the Almighty has done his 
job. Men are unwise and curiously planned — no doubt. But the 
Creator deliberately made men unwise in certain respects and 
planned them curiously in others, so that human weakness and 
folly might be powerful levers to make the great world accomplish 
its daily round. The folly of men, indeed, reveals the wisdom of 
God. It may not be popular doctrine in these days, but Adam 
Smith’s answer to the race of planners would have been simple. 
He would have said that God had already done all the planning 
necessary, and that your bungling, earthly planners can, at best, 
merely upset the divine plan. Into these troubled waters I may 
not enter : I am merely concerned to remind you that if Econo- 
mics grew out of Moral Philosophy, it is also true to say that in 
its modem origins, it relied on and drew strength from a system of 
Natural Theology. 

Perhaps I have delayed you too long on this question of dis- 
appearing frontiers ; I admit that I am tempted to consider one 
more example, recalling as I do with a fascinated curiosity a 
second-hand book catalogue I once received in which there was a 
section devoted to “ Political Economy and Crime.” But I do 
not press the point ; though there may be something in it. Never- 
theless, it is time to bring these conclusions together. The nine- 
teenth century was an age of specialisms. To-day the boundaries 
between the Social Sciences (if we must use the phrase) have 
broken down. The economic problems to be solved present 
themselves inextricably embedded in a whole mass of relation- 
ships which cut across purely economic considerations, and in- 
volve all phases of the manifold problem of men living in society. 
I do not say that we must therefore cease to be economists. 
But more than ever, an economist, to be an economist, must be 
vastly more than an economist. You may recall one of the most 
memorable of Lord Keynes’ asides, where he emphasises that the 
Master Economist must possess a rare combination of gifts : 
“ He must be mathematician, historian, statesman, philosopher — 
in some degree. . . . Hemust study the present in the light of the 
past for the purposes oythe future. No part of man’s nature or 
his institutions must lie entirely outside his regard. He must be 
purposeful and disinterested in a single mood ; as aloof and in- 
corruptible as an artist, yet sometimes as near the earth as a 
politician.” Such was Keynes* vision of the Master Economist; 
and to this model the rank-and-file economist^hould also (if it 
is not asking too much) endeavour to conform. He must be 
skilled in many fields ; if he is merely an economist, he is damned. 
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In a world where we have removed the customs-barriers be- 
tween ourselves and our neighbours — in which the economist, 
invading the field of Ethics confesses that he has nothing to 
declare — we shall of necessity pursue our studies in a somewhat 
different climate. May I approach what has always been a some- 
what delicate question in the history of Economics, viz., the* 
relation between pure theory and the direct observation and study 
of the raw material presented to us by this clamant world ? Just 
as the individual professor of economics spends his life alternately 
neglecting his lectures and neglecting the world on which he 
lectures, periodically throwing a sop to his conscience by varying 
the field of his neglectfulness, so Economics itself has its periods 
of devotion to theory and to what, not very happily, is sometimes 
called “ realistic studies.” Doubtless what I am saying reflects 
my own limited tastes and equipment ; yet I have a feeling that 
recently theory has been running away with us. It is in danger of 
becoming a field for airing and exercising our academic ingenuity. 
Take this question of “ Value ” — the central, indeed, at times the 
exclusive, subject of economic speculation, so much so that at 
one time Economics was renamed “ Catallactics,” though I rather 
think the new name was washed away in the course of the baptis- 
mal ceremony. We have discussed the subject of Value for a 
solid 2,000 years ; but it may be doubted whether we have made 
much progress. Such advance as is periodically made seems, indeed, 
to consist largely in a dawning realisation of the inadequacy of the 
recently dominant theory. It may be that none of us knows — 
any more than Marx knew — what we mean by Value : and that 
in itself perhaps renders the formulation of a satisfactory theory 
of Value a matter of some difficulty. In my life-time, we have 
brooded on the margin, when brooding on the margin was still a 
fairly recent escape from the summation of past costs. More 
recently we have been sliding down curves of indifference, ex- 
changing cigarettes against tots of rum, according to our varying 
individual tastes and preferences, or toboganning over surfaces of 
indifference when we introduced a third commodity (chocolate) 
to render life almost unbearably complicated ; and, I presume, 
ploughing our way through the fourth dimension, if we were so 
rash as to contemplate a world where insatiable Man demands 
four commodities. Not that I would deny or decry the place of 
theory, or indeed its inevitability and supreme importance. 
Man, among other things, is a questioning animal, and it is of the 
nature of the ruminator to ruminate and of the theoretician to 
theorise, in accordance with the will of God. And retrospectively, 
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if only as a key to the interpretation of history, nothing can be 
more important than theory, for in the last resort it is ideas that 
move men. Lenin rests on Marx ; and Marx at least thought that 
he was a theory of Value. If you care to be fanciful — and I admit 
that you would be fanciful — you might contend that the Iron 
Curtain which to-day divides Europe has as its foundation-stone 
(if curtains may be allowed foundation-stones) a theory of Value 
which the West has discarded. 

Yet I cannot help feeling that in the next generation of re- 
orientation there may be more important tasks than the elabora- 
tion of theory far above the heads of all but the experts, in fields, 
moreover, in which the experts have quite obviously considerable 
difficulty in apprehending the drift of the arguments advanced by 
their fellow-experts. We are privileged (if it is a privilege) to 
live in an era of intense economic excitement. Never was there 
a time when so many experiments were being launched in the 
economic laboratory. Never was there a time of such far-reaching 
institutional change. The whole structure of society, of govern- 
ment, of the machinery of administration is undergoing rapid and 
continuous transformation. Perhaps in these circumstances our 
first duty is to keep our eye on the Coal Board, and on the Ministry 
of Town and Country Planning — and much more ; in fact, perhaps 
for the next ten years we shall be constrained to revert, somewhat 
but not overmuch, to a point of view resembling that of the 
Institutionalists. 

In this new world where Economics and Politics are so closely 
entangled, and where the subject-matter with which we are con- 
cerned is so often a matter of dispute in party politics, the position 
of the economist, if he is to retain his professional integrity, is 
rather a difficult one. We may not be greatly admired; but, 
heaven knows, we are made use of. The time which Professors of 
Political Economy can spare from the neglect of their ordinary 
duties is in most cases swallowed up by service on Government 
committees. At the same time our chief function as teachers 
nowadays seems to consist in training up a race, not so much of 
economists as of economic advisers, who go forth to hold their own 
in Whitehall and elsewhere. 

This trade or profession of Economic Adviser is one of the 
most interesting by-products of our new world; and I watch 
all economic advisers curiously. If we are experts, we ought 
without doubt to be able to say something worth listening to. 
But let us, just for a moment, be modest, and acknowledge that 
we do not possess the final answers, nor are we the repositories 
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of ultimate wisdom. There never was a more foolish question 
than that which I have had addressed to me : “ Why don’t 
you economists put the world right ? ” prefaced sometimes 
by the reproach : “ Look what a mess you economists have 
made of the world ! ” One might, somewhat feebly, retort by 
asking why the lawyers, or the moralists, or the Church have 
.failed to put the world right. For, so we hope, we are all employed 
on the same job. But probably there is a better answer than a 
vulgar tu quoque. If a combination of Aristotle, Adam Smith, 
Karl Marx, the Archangel Gabriel and Sir Stafford Cripps were to 
arise, and proclaim, with all the guile of Machiavelli, the distilled 
essence of economic wisdom, people would not necessarily act 
accordingly. The problem of government is essentially one of 
expediency; above all, it is concerned with the practicable, the 
very urgent question of how to keep going for the next six months. 
There is no point in offering the country the clotted cream of 
economic sapience, if Parliament and the electorate will refuse the 
draught. There is this amount of truth in the old doctrines of 
Senior and Cairnes already cited. The enunciation of a flawless 
theory of wages (if such could be formulated) will never still the 
passions which have given rise to a strike. And accordingly — 
I am on the point of speaking blasphemy ! — the economic adviser 
should at times be able to forget that he is an economist, and indeed 
to realise that there may be occasions when he ought to forget his 
economics. He is doubtless an expert witness; but his chief 
value lies in the fact that he ought to be a sympathetic observer 
of the human scene, one whose awareness of certain aspects of 
life has been sharpened ; one who knows what to look for ; who 
knows what questions to ask. 

So far I have been concerned in the main with yesterday and 
to-day ; what about the economic climate of to-morrow and the 
day after to-morrow ? We are moving, as we all know, to a world 
very different from nineteenth-century Victorianism. It follows 
that the economist’s tasks and his problems may very well 
be different in the nekt generation. I need not tell you what are 
the promised characteristics of this new age, and of this new 
State. It is what, for convenience, is quite usefully described as 
the Welfare State, a State responsive to the material needs of all 
its subjects ; providing complete and adequate security against 
all the sinister contingencies of life ; abolishing want and unem- 
ployment ; giving education up to University standard (and be- 
yond) to all who desire to avail themselves of it. In short it will 
be what I recently saw described somewhat derisively — I am glad 
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it was by an American writer — as the Santa Claus State. I have 
also heard it depicted, with even mpre derision and cattiness, as a 
world in which the entire population will have breakfast in bed. 
It will also be a world in which the State, directly or at one re- 
move, assumes responsibility for the conduct of the major basic 
industries ; a world also in which economically the individual will 
have largely disappeared. Society, indeed, has already under- 
gone a process of coagulation, so that, if we count for anything at 
all, we count solely as a member of our appropriate group. More- 
over, let us not forget that these groups may have conflicting 
interests. 

Now in such a changed world where many things, if not all 
things, will have been made new, the politico-economic problem 
may be very different from that to which we older people have 
been accustomed. By the politico-economic problem I mean the 
problem of how to live together (always a difficult matter), and 
how to keep things going. It may seem a perverse thing to say ; 
but just as life in heaven (or in some heavens) may not be alto- 
gether easy, so possibly life in the agreeable world of the future 
may present peculiar difficulties of its own. 

There are, I think, three ways in which we may manage to live 
together in the complete Welfare State : or perhaps it would be 
better to say that there are three preliminary conditions, any one 
of which, if satisfied, would enable us to do the trick. The first 
is that of relying on a degree of compulsion vastly greater than we 
have yet had the courage or the honesty to admit may be necessary. 
I am not now pointing out the horrors of the Road to Serfdom, or 
of what awaits you when you come to the end of the road. In its 
higher altitudes this is already a well-discussed topic. I confine 
myself to the superficial and indeed the platitudinous. A State 
cannot undertake to provide from under the counter whatever 
anyone may need unless simultaneously it sees that someone is 
putting under the counter what is required for the purpose. The 
State cannot promise every school-child a glass of milk at eleven 
o’clock, unless it has directly or indirectly the corresponding 
number of cows standing at, command. May I refer you to John 
Ruskin, a writer whom ordinarily I would not commend for his 
economic insight ? “ Finally I hold it for indisputable that the 

first duty of the State is to see that every child born therein shall 
be well housed, clothed, fed and educated, till it attains the years 
of discretion.” (So far, an excellent definition of the Welfare State, 
even if its concern with Welfare is limited to the years of indis- 
cretion.) “ But,” he goes on, “ in order to the effecting this the 
No. 236 — VOL. LIX. * N N 
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Government must have an authority over the people of which we 
now do not so much as dream.” It ought to be fairly obvious that 
the State cannot guarantee everyone against want, unless it 
reserves the right, if need arises, to take anyone forcibly and pack 
him off to Caithness or Cornwall to do whatever requires being 
done there. And sooner or later the time may, probably will, 
come when it will have to realise that it must not be too mealy- 
mouthed or timorous about the exercise of these powers of com- 
pulsion with which, on Ruskin’s view, the Welfare State must arm 
itself. The State cannot give what is not there. Indeed, in a 
sense the State, of itself, cannot guarantee anything or any stand- 
ard of life. It is an old criticism of the Anarchists that the State 
is for ever sterile. Properly understood, it is an entirely true 
statement. It can act only through its subjects; and in this 
matter of distribution, it can only redistribute what its nationals 
produce or what can be got from other nations in exchange for 
their products. And if Plague comes, fortified by the Colorado 
Beetle, Potato Disease, Foot-and-mouth Disease, blockade by the 
enemy and all the other horrors in the Malthusian repertory, a 
government guarantee of a standard of life will get you nowhere. 
The power of the Government to give is for ever limited by what 
the people themselves produce. 

Indeed, in this matter I am inclined to carry my pessimism still 
farther. It is the tritest and most hackneyed of platitudes that 
rights must for ever be accompanied by duties ; but though we 
invariably pay lip-service to the well-worn dictum, in fact, our 
eyes in these days are morbidly fixed on our rights, whereas our 
duties, after a vague and perfunctory wave of the hand in their 
direction, are allowed to fade into the background. The Univer- 
sal Declaration of Human Rights is in this respect an illuminating 
document. Now in the economic field a right is something 
that you get from someone else, whereas a duty is what we do 
for another. And a society in which each member concen- 
trates on getting rather than on giving has lost the roots of its 
stability. 

If then, in the words of the Universal Declaration of Human 
Rights, the Welfare State is going to provide everyone “ a stand- 
ard of living adequate for the health and well-being of himself and 
of his family, including food, clothing, housing ” and much more, 
it must, in the last resort, have power to compel its subjects to see 
to it that the national bins are kept full, and that there are ample 
reserves under the counters of the national stores. 

It may, I think, be proper to note one psychological rock which 
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a frank policy of compulsion might encounter. It may appear a 
paradoxical, and, indeed, a nonsensical way of putting it, but even 
a policy of compulsion must rest on consent. The bulk of the 
population must at least realise the necessity of compulsion, and 
be willing that others vicariously be coerced. It is because the 
need for compulsion is so much more obvious in war, that war- 
time coercion can be so surprisingly successful. But it is other- 
wise in peace when the need for compulsion is, for so many reasons, 
much less obvious. We are doubtless learning in these years of 
austerity and adamantine budgets. Yet I think that our prob- 
lems have been made harder for us by long insistence in certain 
quarters on the phrase which speaks of “ Poverty in the midst of 
Plenty ” — or more discreetly, “ Poverty in the midst of the possi- 
bility of plenty.” It is a phrase that goes as far back as John 
Gray. On the contrary, the wolf is ever at the door ; and through- 
out history a large section of the population of the world, taken as 
a whole, have been down at starvation level. I think that perhaps 
we may have bemused ourselves with speculations about the so- 
called Laws of Diminishing and Increasing Returns. Admittedly 
— given the material out of which such things are made — it is possible 
to belch out motor cars, and utility trousers and gadgets of all 
kinds, as never before. But let us be crude : Man lives not on 
motor cars and gramophone records, but by what he puts in his 
belly. We have doubtless all chided Senior for his somewhat 
too facile identification of Diminishing Returns with Agriculture 
and of Increasing Returns with Manufactures, pointing out (quite 
correctly, and with professorial complacency and superiority) 
that there are cases where Increasing Returns are manifested in 
Agriculture, just as in certain circumstances Manufactures may 
operate to reveal Diminishing Returns. But perhaps in the long 
run (most blessed of phrases) Senior may not have been so far out. 
The ineluctable fact is that the human race draws its sustenance 
from a distressingly thin layer of soil on the surface of the globe, 
and it is not growing any bigger. Perhaps misguided by the 
population tendencies of Western Europe, we may have been 
inclined somewhat prematurely to regard Malthus as a back- 
number, as a ghost effectively laid by our most admirable and 
ever-increasing moral restraint. For the world as a whole, 
population is increasing, and increasing rapidly ; the supply of 
food is not increasing proportionately. One authority tells me 
that in 1960 world agricultural production may be from 20% to 
25% above the level of 1930, whereas world population over the 
same period may show an increase of from 30% to 35%. 
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Assuredly, we are as yet hardly in a position to speak over-con- 
fidently of the arrival of an era of unlimited plenty. 

So much for the first method of meeting the future, the method 
of compulsion and direction — that degree of authority over the 
people of which John Ruskin alone was capable of dreaming. 
You do not like it ? No more do I, though I am of a more sub- 
missive disposition than most. But economically, it might be 
an efficient system, if the rest of the population were as 
submissive as I am, which probably they are not. From all we 
know of the Incas and the Jesuit settlements, it might be for 
certain placid peoples a highly efficient system indeed, producing 
on the material level a remarkably high degree of comfort and 
well-being. If compulsion is to be condemned, it must be on 
moral rather than on economio grounds; it is to be abhorred, 
above all, because it involves a denial of personality and an abro- 
gation of responsibility. 

But if, disliking the idea of a world resting on compulsion, you 
ask for an alternative which will preserve our free society, I sug- 
gest, as the second of my possible devices for the future that you 
might consider what can be done towards a solution of the age- 
long question of Incentive. And in some ways this is the most 
urgent of all our industrial problems, for never since the finest 
trumpetings of the mercantilists, has the clarion-call to work 
sounded so insistently as to-day. The idea of “ Incentives,” 
however, seems “to involve the acceptance of the view that the 
natural man does not love work, or that he does not love it or 
endure it cheerfully, except in moderate doses. Yet apparently 
this innocuous proposition seems to be one which it is rather 
dangerous to advance in certain circles. For moralists tell us that 
we ought to love our work, and tend to think that if we have not 
yet reached that stage, the fault lies not in Man, but in the organi- 
sation of labour. As Fourier said in one of his illuminating flashes 
of vision : “ Morality teaches us to love work ; let it then know 
how to make work lovable.” And as you may have discovered 
in your miscellaneous reading, any suggestion that mankind as a 
whole have in their make-up a something which leads them to 
regard work as no more than a seoond-best way of passing the 
time, is at times roundly described as a foul slander on our fellow- 
men. Yet I am unrepentant. I am sufficiently under the 
influence of Jewish mythology to believe that work is a curse, and 
I take refuge under the broad wings of St. Thomas Aquinas, who 
somewhere has tersely summarised M an as an animal labore m 
fugiem. What I would rejeot as a “ foul libel ” would be the 
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suggestion you may also have encountered that Man is as 
lazy as he dare be without risk of being found out. Searching my 
own heart in a desire for a just delicacy of statement, and con- 
templating a life-long struggle against what Godwin called the 
“ allurements of sloth,” I would confess for myself that I have been 
just about as lazy as my self-respect would allow. That, when I 
come to think of it, is rather a nice formula, tossing the ball back 
to our friends the moralists. 

Work, for the present, then, I assume to be something which 
soon comes to be avoided, except for a small happy section of the 
community whose work and whose play merge into each other — the 
small body of insincere cranks who in Who's Who describe their 
recreation as “More Work.” .We work because we must; we 
consent to do more work, because of additional inducements and 
incentives. But in the new world to which we are moving the 
question of incentive, of overcoming Man’s disinclination to work, 
will of necessity become vastly more difficult, just because the 
older incentives in their harsher form must become enfeebled as 
we seek to guarantee security and a reasonable standard of life 
in all circumstances. 

Doubtless the problem of incentives should be considered along 
with the allied question of the removal of disincentives, if we may 
lapse into the barbarous jargon of these times. I am not sure that 
the Authorities realise how powerfully in certain circumstances the 
present Income Tax arrangements operate to restrict effort. The 
fact that payments in respect of overtime may bring into the 
group that pays Income Tax a worker who would otherwise be 
exempt leads him to assign the whole of the tax exclusively to that 
portion of his earnings that come from the extra hours worked. 
He complains that whereas he has from time immemorial been paid 
time-and-a-half for work outside normal hours, he is now being 
fobbed off with three-quarters time : he is, in fact, being paid at a 
lower rate for his overtime than for his ordinary day’s work. 
There is, of course, a catch in it ; but if you discuss the matter 
with him, unless you are a very good dialectician, he has a fair 
chance of persuading you that he is right. 

Waiving the question of the removal of such “ disincentives ” 
which I mention merely to complete the picture, it remains true 
and regrettably true, that the only effective incentives are of a 
material character, with an appeal to the individualistic and com- 
petitive instincts of mankind which we are supposed to be eradicat- 
ing- You may ring the changes on higher rates of pay and ingen- 
ious bonus payments ; you may bring in shorter hours ; but you 



520 THE ECONOMIC JOURNAL [DEO. 

are still moving on the material plane and appealing in one way 
or another to the desire of gain and comfort. Nor do you escape 
(entirely, or at all) this material character by giving better seats 
at the Opera, or tours to the Northern Capitals, on the Kraft 
durch Freude principle. And as I said, precisely because we are 
moving into a better world, this problem of incentive must become 
more difficult ; it may, indeed, turn out to be the acid test of the 
stability of our future economy. We have the firmest assurances 
that the Government will in future accept the task of maintaining 
full employment, though doubtless “ full employment ” may be 
variously defined. The testing time which will reveal whether the 
State has at all times and in all circumstances the power to fulfil 
this undertaking still lies ahead. But if full employment is defined, 
as it sometimes has been defined, as a world in which there are 
more jobs than men, then I tremble as in the presence of a night- 
mare. I am aware that I am again endangering my life, for I 
have already read the words of ecclesiastical dignitaries, censuring 
the cruelty of those who would drive men to work under the lash 
of hunger. One ought to be able to assume in bishops a knowledge 
of the Book of Genesis. The whole of Man’s existence on earth has 
been a struggle for the conquest of bread. In a world where there 
are more jobs than men, it is fairly obvious that two things will 
happen. First, and by definition, a number of jobs will remain 
unfilled, and it is not difficult to say which jobs these will be. 
Man, more euo and laborem fugiens, will avoid those tasks which, 
for any reason, are regarded as unattractive, unpleasant or unduly 
arduous, though it may quite possibly be that without these a 
city may not stand. And simultaneously, higher up the scale, 
employers in desperation will spend their days enticing away the 
employees of others by the offer of higher wages, so that in the 
end we may say of wages, in the words of Isaiah (in his metrical 
version) : 

On eagles’ wings they mount, they soar. 

It is sometimes instructive to see on a small scale what may later 
happen on a larger. To-day you have a fairly good illustration 
of a world of more jobs than men, if you take the market for 
domestic service. Domestic servants, so far as they survive, 
having read their Bernard Shaw, make a bee-line for widowers’ 
houses — elderly widowers, with no children about the place. I 
do not blame them ; I should do the same myself. An elderly 
widower who spends all his evenings at the Club provides a haven 
of peace compared to anything that can be offered by a harassed 
young woman with four children. Also the elderly widower is 
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more squeezable in money matters. At present, accordingly, the 
survivors of the race of domestic servants flock to the houses of 
those who in many cases might be better dead, and avoid those 
homes where the need is the sorest. This is almost a parable of 
what would take place in a world of more jobs than men ; and 
the only possible remedy is clear. If there is a danger that certain 
essential tasks may remain undone because no one is willing to 
undertake them, the State, even if professedly shunning com- 
pulsion, would have to devise means of coercion. And so by 
another route, you are brought back to compulsion which we have 
already considered.^ 

While on this question of incentive in this present transitional 
world, and with men as we still know them, I should like to allow 
myself a passing observation on two points in partial criticism 
of the tendencies of our time. First, am I perverse in sometimes 
feeling that to-day we are tending to be far too impatient of any 
suggestion of inequality in any sphere of life ? I am still enough 
of a Saint-Simonian (and for that matter, a Fourierist) to consider 
that it is only by admitting a certain measure of inequality, some- 
thing of the nature of a hierarchy, that we shall be able to get 
anywhere at all, or be able to make the machine march. The 
only place where there is absolute equality (just as it is the only 
place where there is absolute security) is in the grave. There is, 
I think, no harm in a certain degree of inequality, on two con- 
ditions : first, that the resultant disparity should not be offensive ; 
and secondly, that there should be no barrier in the way of the 
somewhat-less-favoured of to-day becoming the somewhat- 
more-favoured of to-morrow by their own efforts, and (admittedly) 
by such an admixture of luck as you will never eliminate from life. 
Life always has been, and always will be, something of the nature 
of a race ; and the young at least would have it so. But there is 
not much fun in taking part in, or in watching, a race where in 
advance the umpires impose handicaps which will effectively 
ensure that all the competitors will arrive simultaneously at the 
winning-post. In fact, incentives won’t work, unless you are 
prepared to allow some inequality of one kind or another. And 
there is this further point. We turned to the possibility of devis- 
ing effective incentives, in order to avoid compulsion and to pre- 
serve our free society. But, indeed, though Liberty and Equality 
have been for a century and a half yoked with Fraternity in a 
curious and uneasy Trinity, nevertheless, Liberty and Equality are 
natural enemies. It is the dilemma which vexed William Thomp- 
son for a life-time — a dilemma from which he never escaped. 



528 THE ECONOMIC JOTTKNAL [DEO. 

For if we are to be free, and if we exercise our freedom, we must 
be free to be, among other things, unequal. On the other hand, if 
we are to be equal, it will be only because we are forcibly com- 
pelled to be equal, and denied the liberty of surpassing our fellows. 

The second general point which I would merely mention in all 
this question of incentive and work is whether we may not have 
been striving somewhat too zealously and automatically in the 
direction of a shortening of the hours of work, regarding this as an 
end desirable in itself and in all circumstances and apart from all 
other considerations. It is a curious situation that a time marked 
by unremitting calls for increased activity should also be marked 
by continual strivings for reductions in the hours of work, and in 
some cases in the number of days in the working week. I am 
aware that I am again in danger of seeming to speak with the voice 
that betokens the heart of the callous slave-driver, and therefore I 
must tread delicately. I have already admitted that work is, in 
our professional jargon, a disutility ; but those of us who have 
intermittently lapsed into work will probably agree that it is not 
such a loathsome thing as might be imagined from the unguarded 
talk of men taking their Sunday ease in their inn. It is not nearly 
so objectionable as, for instance, idleness spent in boredom. I 
am merely concerned to suggest a doubt as to the correctness of 
the assumption which we seem to make that every reduction in 
the hours of work must of necessity be a blessing in all cases. 
Doubtless at this point we pass the invisible frontier between 
Economics and Ethics; but I would like to suggest that the 
question whether a diminution in the hours of labour is or is not a 
blessing depends in part on the use made of the additional non- 
working hours. Ideally I wouid like a reduction in the hours of 
work to march hand-in-hand with a more intelligent use of the 
hours of leisure. A mere increase in the number of hours when a 
man does not know quite what to do, when he is merely a nuisance 
about the house, is probably a curse rather than a blessing. For 
assuredly, leisure unless it is filled with some occupation that 
almost assumes the dignity of work has, like other things, diminish- 
ing utility. 

I have offered you compulsion ; but you say that if possible 
you would prefer to retain your freedom. I have suggested that 
you endeavour to solve the question of Incentive in a free society ; 
but you tell me that there may be something illogical in our new 
society in relying on incentives which, at their worst, as in Taylor - 
ismus , are unlovely, and which are of necessity material in their 
nature, with an individualistic appeal, inevitably differentiating 
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if not dividing men. The third course — I promised you three — is to 
enrol yourself frankly among the followers of Lenin (for this 
purpose) and wait in faith for the emergence of a better Man, for 
the universal prevalence of a higher order of morality than that 
now to be found among us ; when in consequence the worker will 
no longer (the words are Lenin’s) 4 4 calculate with the shrewdness 
of a Shylock whether he has not worked half an hour more than 
another, whether he is not getting less pay than another ” ; 
when 44 the necessity of observing the simple fundamental rules 
of human intercourse will become a habit.” Admittedly this is a 
long-term policy and a long-term hope, and postulates in the words 
of Lenin 44 a person unlike the present man-in-the-street.” 

How far we can make ourselves fit to live in a better world by 
evolving a higher type of morality is presumably not an economic 
question. Nevertheless, I may not omit it to-day, because in the 
past — Louis Blanc is a useful example — it has so often been hoped 
that our economic difficulties would be solved in some such way. 
Nearly all our ardent reformers have confidently trusted that in a 
better world where all things are held and operated on behalf of 
the community, a higher order of morality would prevail. When 
workers could feel that they were working for their fellow-workers 
and not merely for the gain of another, they would adopt a new 
code of behaviour. Admittedly it will be a slow process, even on 
Lenin’s own showing ; and therefore perhaps we should not be 
impatient. 1 doubt whether so far anyone who in the past 
would have swindled the Railway Company has started like a 
guilty thing upon a fearful summons on observing that the letters 
44 L.N.E.R.” had been replaced by 44 B.R.” Also we have made 
doubtful progress towards industrial peace ; for apparently em- 
ployment by the State or by a National Board does not necessarily 
mean bliss and content for all concerned. There is a devastating 
sentence in the second Annual Report of the Coal Board. It tells 
with restrained gratification that there were no official strikes 
during the year; 44 but,” it adds, 44 there were 1635 unofficial 
strikes where men stopped work in defiance of their Union.” One- 
thousand-six-hundred-and-thirty-five ! One is reminded of the 
love affairs of Don Juan : 44 And in Spain, a thousand-and-three.” 
Here surely, in the cold statistics of the Coal Board, is an illuminat- 
ing figure significant of the economic and psychological friction 
prevailing in our society. It will assuredly take some time before 
we are all prepared to crucify Self to such an extent as will qualify 
us for admission to Lenin’s heaven. 

And so I leave it — somewhat inconclusively, like certain 
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modem composers who end without even asking a question, but 
merely because they have exhausted their time or their paper. 
Compulsion, shall we say, is detestable and ultimately immoral. 
Incentive is essentially a species of bribery, relying on the com- 
petitive instincts and leading us back to what some would have 
us regard as the jungle of individualism. I am all for the evolution 
of a better Man, and for that matter of a better Woman ; but it is 
a slow process for frail creatures whose years are three-score-and- 
ten. Perhaps in the end there is a conclusion, though it is not 
an economic one. It is that before we can be trusted to live in the 
New Jerusalem, we must first of all be fit to walk the streets of 
the New Jerusalem. And as applied to our transitional times, I 
would suggest that despite all superficial appearances, the New 
World into which we are moving is not going to be a world which 
will make everything easy for everybody by giving everybody 
everything. If it is to work, it will be a world which will make vastly 
greater demands on everyone. It will demand that most difficult 
of all things to attain, that plant of very slow growth, a higher 
standard of public and private morality in all things, and in 
particular the suppression of Self. For Socialism is parading 
under a false name, unless it means an order of things in which we 
forget ourselves in our zeal for the good of society and of our 
fellows, and in which speculation as to our place in the queue 
is the last thought that occurs to us. And it is not I, but Lenin 
who says so. 

Alexander Gray 

Edinburgh University. 



DEMAND FOR COMMODITIES IS NOT DEMAND FOR 

LABOUR 

Modebn economists employing Marshall’s principle of derived 
demand have had no difficulty and much enjoyment in establish- 
ing to their own satisfaction the utter fallacy of Mill’s “ fourth 
proposition regarding capital,” that “ demand for commodities 
is not demand for labour.” 1 The most recent writer to dismiss 
the proposition on this ground is Professor Pigou, whose article on 
“ Mill and the Wages Fund” 2 also follows convention in attributing 
the fallacy to the prior fallacy of the wages-fund doctrine itself. 
The purpose of this article is to take issue, through Professor 
Pigou’s brief comments, with those who have taken issue with 
Mill; to argue the fallacy of the fallacy, or rather to protest 
against the superficiality of this interpretation of Mill’s proposition. 

The issue of interpretation is important, since it raises the 
general problem of methodology in the study of the history of 
economic thought. If the historical study of economic theories 
is to amount to anything more than the cultivation with invidious 
intent of a rather uninspiring branch of folk-lore, it is essential 
that it deal scientifically with the authors who constitute its 
raw material. In particular, since the capacity for rigorous 
analysis is not often closely associated with the capacity for 
economic intuition, it is necessary to distinguish carefully between 
the two major problems of the history of economic thought. 
These are, on the one hand, the development of analytical 
technique — the rate of technological progress in the machine- 
tool industry of economics — and on the other hand, the degree of 
understanding of economic processes and problems evidenced by 
the great economists of the past — the calibre of the entrepreneurs. 

1 J. S. Mill, Principles of Political Economy, Ashley edition. Book I, Ch. V, 
Sec. 9, pp. 79-88 ; cf. also pp. 55-6. The proposition is of long standing in the 
history of economic thought; cf. D. Ricardo, Principles of Political Economy 
and Taxation , 3rd edition, London, 1821, Ch. XXXI, pp. 475-8; also R. 
Cantillon, Essai sur la Nature de la Commerce , Pt. I, Chs. XIV and XV, pp. 76- 
113. The essential point is put more clearly by Ricardo than by Mill, although 
Ricardo's argument has also been misunderstood (for example, E. C. K. Gonner, 
Ricardo's Political Economy , London, 1891, pp. 389-91). What is in the author's 
opinion a correct interpretation of Mill's proposition is that of Professor Laughlin 
(J, L. Laughlin, Principles of Political Economy by John Stuart Mill, New York, 
Appleton, 1884, pp. 87-92). 

* Economic Journal, Vol. LIX, No, 234, June 1949, pp. 171-80. Professor 
Pigou's argument (pp. 174-5) is identical with that of Marshall (Principles of 
Economics , 8th edition, London, 1920, p. 828) and of Professor Gonner (op. cit.). 
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The study of the first problem requires a critical evaluation 
of the comparative technical efficiencies of systems of economic 
theory, whereas the study of the second requires an assessment of 
the economic efficiencies of the economists applying those systems. 
Since the methods of approach are different, and the conclusions 
with reference to any particular economic author likely to differ, 
it is essential to confine the conclusions of each type of study to 
its own sphere, and particularly to avoid identifying inferior or 
superior technique with inferior or superior economic insight. 

In order to avoid this latter confusion, and the tendency 
towards excessive self-congratulation which is associated with 
it, it is absolutely necessary that two principles of sound methodo- 
logical criticism be strictly adhered to. The first is that the 
validity of a proposition in the form in which it is stated depends 
on the structure of the theoretical system from which it is derived, 
and must be assessed with reference to that system and not some 
other; it should be emphasised that it is the logical structure 
of the theory, and not the validity of its factual assumptions, 
which is here in question. The second principle is that a pro- 
position drawn from one theoretical system may appear fallacious 
or even nonsensical in terms of another theoretical system, and 
yet prove to be quite sensible and even fruitful when properly 
reformulated to conform to the logical structure of that system . 1 

These principles are obvious enough, even trite, but never- 
theless have often been neglected ; one may cite the nineteenth- 
century treatment of the mercantilists, and the twentieth-century 
treatment of certain alleged “ monetary cranks,” both of which 
groups have since been restored to respectability by the charitable 
efforts of the employment theorists. It is the argument of the 
remainder of this article that Mill’s fourth proposition has 
received similarly superficial and unscientific treatment at the 
hands of its modern critics. 

The validity of the proposition, within the framework of the 
wages-fund theory, is accepted by the critics at least by implica- 
tion, and is in any event convincingly established by Mill. The 
argument may be summarised as follows : the demand for labour 
to produce commodities being determined by the size of the fond 
set aside by capitalists for the payment of wages, the purchase 

1 The converse is also possible : a proposition of one theoretical system may 
appear sensible in another, and yet be unnecessary and needlessly complicating 
in the latter system. An example is the connection of rent with diminishing 
marginal productivity, which was logically necessary in the Ricardian system, 
but is unnecessarily restrictive and needlessly confusing when incorporated in 
the framework of the modem theory of value. 
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by any individual of the commodities produced does not deter- 
mine the demand for labour (although it does determine the types 
of commodities produced), since the decision as to whether the 
prooeeds of sale will be used to re-create the wages fund still 
rests with the capitalists. The only way in which an individual 
can influence the demand for labour is by not consuming goods — 
either saving and adding to the wages fund (thereby increasing 
the demand for “ productive ” labour) or substituting labour 
services for commodities in his own consumption (thereby 
increasing the demand for “ unproductive ” labour). In either 
case, the commodities for which saving or services are substituted 
will now be purchased by labour out of its increased income, so 
that there will be no offsetting reduction in the demand for labour 
to produce commodities. 

It is important for the subsequent argument to note that Mill 
does not deny that the production of commodities involves the 
employment of labour ; his argument is simply that expenditure 
on labour services results in a larger total demand for labour than 
does expenditure on commodities. “ I apprehend that if by 
demand for labour be meant the demand by which wages are 
raised, or the number of labourers in employment increased, 
demand for commodities does not constitute demand for labour. 
I conceive that a person who buys commodities and consumes 
them himself, does no good to the labouring classes ; and that it 
is only by what he abstains from consuming, and expends in 
direct payments to labourers in exchange for labour, that he 
benefits the labouring classes, or adds anything to the amount 
of employment.” 1 

It is quite obvious that Mill’s argument is logically valid, in 
the form in which it is presented. It is also evident that, super- 
ficial appearances to the contrary, Mill is not denying that labour 
is required for the production of commodities; and that there- 
fore it is no refutation of his proposition, or demonstration of 
fallacy, to re-assert the principle of derived demand. It follows 
that the argument put forward by Professor Pigou and others 
misses the point, and in the process violates the first of the 
methodological principles previously stated. 

The proper approach to Mill’s proposition is not to test the 
bald formulation of it against the formal conclusions of modern 
value theory, but to disentangle his argument from the faulty 
apparatus of the wages-fund doctrine and determine how far it 
retains meaning when re-cast in the terminology of modern theory. 

1 Mill, op, cit, t pp. 80-1. 
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One line of approach is to investigate the implications of the 
sentence (quoted by Pigou) which introduces the proposition : 
“ What supports and employs productive labour, is the capital 
expended in setting it to work, and not the demand of purchasers 
for the produce of the labour when completed.” This can be 
interpreted 1 as the extremely important dynamic proposition 
that the demand for labour in production is not determined by 
current sales receipts, since production must always take place 
in advance of consumption, and the entrepreneur is under no 
obligation to maintain working capital intact. On this line of 
thought, the proposition that “ demand for commodities is not 
demand for labour ” points the way to the analysis of time-lags, 
expectations and inventory cycles, and the wages-fund doctrine 
itself becomes a crude form of sequence-analysis. 

This interpretation, while suggestive, is unsupported by the 
remainder of Mill’s argument on the subject; and it seems 
excessively generous to Mill, whose dynamics after all were of the 
Harrodian rather than the Hicksian variety. More seriously, 
if this view were accepted as the complete explanation of the 
proposition, the charge of fallacy would be justified, since the 
principle of derived demand would still apply to the circular 
flow economy of static analysis, allowance being made for the 
possibility of interest being deducted during the period of pro- 
duction. Professor Pigou’s argument would then be quite valid, 
although it might be considered somewhat unfair to attack Mill 
on page 173 for ignoring the possibility that entrepreneurs may 
independently alter the size of the wages fund, and to attack 
him again on page 175 with an argument which itself ignores that 
possibility. 

However, as already demonstrated, Mill is not attempting 
to deny the principle of derived demand, and a mere reaffirmation 
of it does not constitute a proof of fallacy committed on his part. 
His proposition is rather concerned with the fact that while 
part of the demand for labour is derived from the demand for 
commodities, part of it is a direct demand for labour services ; 
and that in respect of the latter demand, labour is a substitute 
in consumption for commodities. Moreover, he argues, since 
the labourers directly employed in providing services spend their 
incomes on commodities, the demand for labour derived from the 

1 The interpretation is that of Professor J. A. Schumpeter. The author 
begs the reader’s indulgence for a purely private argument; in extenuation he 
acknowledges his many debts to Professor Schumpeter, who first stimulated his 
interest in the scientific aspects of the subject. 
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production of commodities will be the same in the two cases. 
The proposition amounts to this : that demand for commodities 
is not demand for labour, in the sense that the former does not 
and the latter does give rise to a direct demand for labour in 
addition to the derived demand. 

What Mill seerns to have had in mind is a rather crude con- 
ception of the process of production in terms of stages, crude 
insofar as all commodities are assumed to take only one stage for 
production and services to take two stages (i.e., labour into 
commodities, and commodities into labour services). In static 
analysis this amounts to the assumption that the labour-co- 
efficient of production of services is double that of commodities. 
This leads to the point made by Mr. Dobb, 1 that the proposition 
that “ demand for commodities is not demand for labour ” in 
Mill’s sense, with its corollary that the direction of demand among 
commodities does not affect the total demand for labour, depends 
on the assumption that the labour-coefficient of production is 
the same for all commodities — in Mr. Dobb’s terminology, the 
organic composition of capital is constant throughout industry. 
This is, of course, not the case in fact, and once the assumption 
is abandoned the bothersome and artificial distinction between 
services and commodities disappears. The proposition can then 
be reformulated in general terms as the highly interesting theorem 
that the demand for labour is greater or less according to whether 
the demand of consumers is directed towards more or less labour- 
intensive forms of want-satisfaction. 

Since Mill’s formulation allows the demand for labour to 
influence either the level of wages or the volume of employment, 
his proposition may be taken to give rise to parallel propositions 
in the two main divisions of modern economic theory, the theory 
of value and the theory of employment — or micro-economic and 
macro-economic theory. Both propositions relate to important 
problems which have received comparatively little attention. 

The micro-economic proposition relates to relative shares in 
the national income. It is that, given factor supplies and the 
technical conditions of production, the division of income between 
labour and capital depends on the preferences of the community 
as between relatively labour-using and relatively capital-using 
types of goods — so that factor-owners have an interest in demand 
being directed to industries which use their factors relatively 
intensively. An elegant demonstration of this proposition, 

1 M. H. Dobb, Political Economy and Capitalism, revised edition, London, 
1940, pp. 43-5. 
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employing the technical apparatus of the community preference-* 
system, the community transformation-curve and the production 
contract-box, could easily be elaborated along the lines developed 
by Professors Samuelson and Stolper in their study of the effects 
of international demand on factor incomes. 1 

The macro-economic proposition relates to the employment 
multiplier. It* is usually assumed that there is a unique function 
relating employment to the level of income; Mill's proposition 
would indicate that the employment multiplier for a given initial 
expenditure will be greater or loss according to whether the 
expenditure is on relatively labour-using or relatively capital- 
using items, a point which has important policy implications. 
The proposition could be established by a small dose of the usual 
algebra ; 2 if it is assumed that the marginal propensity to consume 
from labour incomes is greater than the marginal propensity 
to consume from capital incomes, the conclusion becomes even 
stronger, though it does not depend on this assumption. 

The foregoing argument is presented as a methodological 
sermon, with the dual purpose of demonstrating that Mill’s 
fourth proposition is neither fallacy nor paradox, but a crude 
statement of an important economic truth, and illustrating the 
fallacy of hunting fallacy by testing the statements of one 
theoretical structure against the conclusions of another. If the 
argument should seem at some points excessively generous to 
Mill, the author can only claim the sermoniser’s privilege of 
transgressing mildly his own methodological standards. \ 

Harry G. Johnson 

Jesus College , Cambridge . 

1 P. A. Samuel flon and W. F. Stolper, “ Protection and Jtcal Wages,” Review 
of Economic Studies , Vol. IX, No. 1, November 1941, pp. 58-73. The problem 
of the effects of changes in the technique of production on relative shares, which 
was closely associated in the classical analysis with the problem of the distribution 
of demand (e.g. f Kicardo, op. cit. t Ch. XXXI, pp. 466-75) has been much more 
exhaustively studied by modem economists. 

2 Taking E to represent the initial expenditure (measured in wage-units), 
N the level ,of employment, c the marginal propensity to consume and k the 
average labour-coefficient of production, the multiplier for an increase of expendi- 
ture on services is* 
dN 

gjjr * 1 + ck -f c*k + c*k -f H- cjfe(l/l - c) 

and for an increase of expenditure on goods is 
dN 

£gr = k + ck + c*k + . . . . » *(1/1 - c). 

The former is necessarily the larger for values of k less than unity. Mill’s argu- 
ment assumes that c = fc = 1, and that the “ income-propagation period ** for 
service industries is negligible; and it employs a truncated multiplier extending 
over only one period. 
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The great attraction of the Keynesian system is its simplicity, 
which is, at the same time, its danger and its limitation. I 
propose to indicate how we may relax its cruder aggregative 
aspects without too hopelessly complicating matters. To accom- 
plish this step we naturally turn to the Leontieff matrix as an 
adequately simple representation of general equilibrium. Yet it 
is generically different from the Keynesian system by being 
homogeneous, i.e ., the proportions are unique, but the scale of 
the whole system may be any multiple of the correct proportions. 
Only a small change is required to transform the one into the 
other, but it is just this small change which is necessary to study 
the short run generation and propagation of income. 

The generalisation of the Keynesian system proceeds perfectly 
naturally in two directions. If we extend his concept of a 
marginal propensity to consume of less than one, to all other 
industries, we get a matrix multiplier with extraordinary formal 
analogies with the simple multiplier. To counterbalance the 
increased complexity, there is a much richer, more complete result. 
Even though a matrix multiplier should prove too difficult in 
practice, it yields considerable clarification of principle, for by 
taking a broader standpoint, it shows more clearly the meaning 
and limitations of the Keynesian multiplier. 

The compound-matrix multiplier may be broken down into a 
kind of simple multiplier for each sector. Correspondingly we 
must have given not only total investment but also its distribution 
by industry. These sector multipliers may be sorted out in such 
a way, by a change of variables, that there exist n separate and 
independent multipliers of exactly the same form and simplicity 
as the Keynesian multiplier. Or again we may develop a single, 
massive multiplier which applies to all transactions instead of 
income alone, and which is a weighted mean of all sector 
multipliers. 

The second direction of generalisation is the dynamical one. 
It is fairly generally agreed that Keynes was wrong to maintain 
rigidly the notion of a purely static multiplier. Granted the 
existence of lags in the flow of payments, we find that usually 
only one lag is assumed, specifically the one between income and 
consumption. The obvious extension is to admit a lag between 
No. 236— vol. ux. o o 
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income and expenditure for every industry as well. This leads 
to a dynamical-matrix multiplier which again shows an almost 
complete formal analogy with the simple multiplier. Although 
still a crude simplification, such a system does make a first step 
towards a realistic picture of the actual circular flow of payments 
in an economy. Any money spent is propagated with an unex- 
pected slowness through the succeeding sectors even though any 
individual sector lag is short, and this aspect of the mechanism 
tallies with the observed sluggishness of the economy in response 
to spending programs. 

The consequence of many short lags cannot be demonstrated 
exactly, because the result is not one long lag but a distributed 
lag, and this is derived for the particular case of consumption in 
order that it may be compared with the usual assumption of a 
single lag. As a result of the slow, staggered filtering of pay- 
ments through the mechanism, their effects may get out of step 
in such a way as to create oscillations of any magnitude or dura- 
tion. Thus the introduction of many lags leads to qualitatively 
different behaviour from that of the dynamical Keynesian multi- 
plier. It is a remarkable fact that the dynamical-matrix 
multiplier can be shown to have necessarily an oscillatory element 
in its behaviour. 

We may first consider in simplified form how Keynes modified 
the older approach, in order to see how, pursuing the same line 
of development, we can best modify his own. 


Let us represent an economy by 
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e Y 1 -f e Y t -f + ,Y n = FT 

These symbols stand for money quantities and Y v means Y units 
of the product of i industry sold to j industry (or better sector, 
since it need not be homogeneous or indeed an industry at all, 
e.g., the Government). Although it is not strictly necessary, it is 
helpful to assume a closed economy for simplicity. &Yj is the 
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total revenue from the sale offs product ; 9 Y { is the total expendi- 
ture made at the same time by sector i. Again merely for 
simplicity we lump all the owners of factors of production into 

one sector n and call it households. 

If we add all sales (rows) we get PT f total transactions. If 
we add all of the expenditures (columns) we get also FT. The 
sum of outlays is identically equal to the sum of all receipts, since 
we merely add the same things in different order. This is a 
peculiarly trivial tautology, completely devoid of empirical con- 
tent, but not altogether useless since it is sometimes ignored. 

This system is very general : it need not be stationary, and 
it may be analysed statically or dynamically. The tautology I 
shall call Say’s Law of the First Kind, without necessarily implying 
that it correctly represents that much disputed proposition of 
J. B. Say. Here it takes visible form in the fact that every 
element in the matrix of the system is necessarily at once in a 
column (a purchase) and in a row (a sale). Every sale is a purchase, 
or supply is also demand. Any attempt to narrow and sharpen 
the law involves an empirical element, and hence cannot be stated 
as self-evident and necessarily true. Yet the wider version is not 
useless. Keynes implicitly accepted it, for his multiplier argument 
(and the equality of savings and investment) rests upon it. 

That it is so may easily be demonstrated from equations (1). 
The sum of the columnar sums is equal to the sum of the row 
sums so that 

(2) R Y n - e Y n = (, Y x - b Y x )+ (<Y 2 - R Y 2 ) + 

4“ (eY n -l «r.-l). 

Savings (absorptions of purchasing power by households) equals 
investment (injections of purchasing power by firms). Since all 
the terms on the right-hand side need not have the same sign, we 
are naturally led to a generalisation : the algebraic sum of injec- 
tions (an absorption being a negative injection) in a closed 
economy is zero. 

(3) s(,r<-*r«) = o. 

<-i 

If we assume that consumption is linear in income we get 
x — oc 

where a is the marginal propensity to consume and b the con- 
sumption independent of income, and thus we get the multiplier 
in the usual form. The income must be the multiplier value of 
the elements of expenditure not out of receipts. These are, for 
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households, the constant expenditures which are not determined 
by the level of income. For firms they are the excesses of expendi- 
tures over revenues, for the most part net investment, but not 
necessarily. For example, they may arise merely because of 
change, e.g ., the spending of yesterday’s receipts to-day. They 
may be dividends paid out of past not current earnings, or con- 
versely there may be net investment going on even though 
expenditures exactly equal receipts. Treating the government 
as a sector, relief payments not tax financed, would be an injection 
though certainly not investment. 

In this system the rows, R Yi , need not equal the columns, *F<. 
If the equality of corresponding rows and columns be assumed, 
then we have what I shall call Say’s Law of the Second Band. 
It is clearly not in general true. Thus if sector i arbitrarily 
increases its outlay (column i ), it does not follow (in fact it is 
almost certain not to follow) that its receipts (row i) will increase 
by a like amount. Yet for all sectors taken together it is neces- 
sarily so, and hence the total system is in a kind of neutral 
equilibrium with respect to total transactions. 

In the early chapters of the General Theory , Keynes attacked 
Say’s Law of the Second Kind. Starting with all transactions, he 
cancels out inter-firm transactions and leaves national income. 
He then states that Say implies that the income generated is 
exactly equal to net (of inter-firm) output. Hence money avail- 
able to spend ahd spent on output is equal to the money value of 
output identically, with the consequence that the level of aggre- 
gate money output is indeterminate. If the nth sector is the 
total factor market, the proposition disputed by Keynes would 
be that the nth row is necessarily equal to the nth column. 
Obviously it may be so or it may not be so, but there is no neces- 
sity for it to be so, and hence it cannot be enunciated as a general 
law. It is almost never true for modern capitalist society, because 
the factor owners do not consume all they earn. 

To illustrate the point and lay the basis for further analysis, 
let us take a stationary state and make a static analysis of it, 
assuming given and fixed prices and production coefficients. 
The system may be written as : 



( 5 ) 
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where the a’s are the coefficients and the y' s the rates of money 
outputs or sales. 1 Under these restrictive conditions Say’s Law 
of the Second Kind holds, each sector disburses exactly its receipts, 
and the sum of the elements in any one column of the matrix of 
(5) is zero. If all firms act thus, all households do too by virtue 
of Say’s Law of the First Kind, for if we add all the equations, the 
first n—1 columns annul themselves, so that we get 

(6) - (i - n x\n)y n = 0 . 

«’ - i 

Hence, if wo have any income at all, the marginal propensity to 
consume, a == Sa ln , must equal unity, so that y n the level of 
income is indeterminate. Consequently the matrix has a rank of 
7 i—l and the solutions are 



where C is arbitrary and y* is any set of values which satisfies (5). 
The proportions are unique, but the general level is arbitrary. 
Such a system is a simple example of the doctrine which Keynes 
attacked. 

The “ classical ” economists knew, of course, that the whole 
of income was not necessarily spent, but they satisfied the Law 
of the Second Kind by including a capital market which achieved 
the result. A preponderance of opinion has followed Keynes in 
denying that the interest rate is able to accomplish so difficult a 
task. Therefore we cannot assume that households automatically 
disburse all their receipts, and we must assume a marginal pro- 
pensity to consume of less than one. For equations (5) this 
means that the rank of the matrix is raised to n and that any 
solution other than zero must be due to the inhomogeneous 
elements (the injections). There is a great deal of empirical 
evidence, summarised in Allen and Bowley, Family Expenditure , 
for approximately linear consumption terms, so that we might 
write the nth column as 

#1 nj/n "{“ &1» 

(8) ! i 


— X, nj/n 4” b n — 1, at 

— 1 

1 The a’s may be obtained by dividing all the elements of any column by its 
element along the principle diagonal (the sector output) thus obtaining the input 
ratios. The array of coefficients is the Leontieff matrix, where all intra-industry 
sales are ignored, and where prices are absorbed into the technical coefficients. 
C£. The structure of the American Economy , 1919-1929, Cambridge, 1941. 
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or summing 

(9) - (1 - o n ) 2 / n + W S 1 6 <n 

i 


where the one represents the negative expenditure which is the 
income of the factor owners. This is a linear consumption 
function with a constant marginal propensity to consume, <x = 
Ea* n . Likewise, we know that firms do not merely disburse what 
they receive, but they sometimes disburse more and sometimes 
less. In principle at least, we may separate the injections from 
the passive current account, which would be the only one in a 
stationary state. Calling net injeotions 6, we may write any 
column j as 

+ by 


(10) •; i 

a n)Vj + b nj 


and summing, the stationary elements annul themselves, so that 
we get 

n 


Xb i} 

l 


for the net injections or sources of spending. Households or firms 
may either be sources or sinks of the flow of funds, though by 
Say’s Law they cannot all be the one or the other at the same 
time. We may now rewrite our equations (5) as 
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This inhomogeneous system is consistent, since the augmented 
matrix has the same rank as the unaugmented, and it therefore 
has a solution, and that solution is unique. This solution is the 
multiplier value of the total injections. It is convenient to add 
all the other rows to the last row, which makes an equivalent 
system with the same solution as (11). 
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By thus isolating the lowest diagonal element, we are able to solve 
for national income, y„, without solving for all the other variables. 

os) ■ * - r^- 

This shows quite clearly the basis for the Keynesian method of 
treating income and its intimate connection with Say. By virtue 
of applying Say’s Law of the Second Kind to firms but refusing to 
do so to households, he was enabled to separate out national 
income and make an important and difficult problem easily 
soluble. 

The Statical Matrix Multiplier 

The simplicity of the Keynesian method is perhaps justification 
enough. Yet it is worth while raising the question of the sound- 
ness of applying Say’s Law of the Second Kind to firms. It is 
well known that firms tend to absorb funds at some times and to 
inject them at others. There are the phenomena of internal 
financing, of the failure to disburse earnings, of heavy fixed 
charges and of the payment of dividends above current earnings. 
Although these actions may be legally imputed to households, 
none the less the decisions and determining factors lie in the 
industries. In fact, there is a considerable body of evidence for 
linear total cost functions (over a considerable range) with a high 
positive intercept. Or to put it another way, marginal cost is 
constant and well below price. In view of these facts it would be 
wise to drop the, admittedly highly convenient, technique of 
equating current receipts and expenditures. 

In accord with this hypothesis we must change the typical 
element in the equations from a^ to + by + /3y(t) where the by 
are the fixed outlays and the fly are the outlays not explained by 
the level of output. The fixed costs or outlays are, of course, 
variable in the long run, but have undoubtedly considerable 
constancy in the short run, and it is for this case only that the 
multiplier is useful. The Leontieff data are not sufficient to 
determine the two constants ay and by. What is necessary is 
to have two (at least) levels of output which are not distinguished 
by differences in prices or technology, or other equivalent supple- 
mentary information. 

Adding all the coefficients in any column j , we get 
— (1 — Scty), i 5* j, 

and calling Eu# the marginal propensity to spend, a*, we see that 
in effect we have a kind of multiplier (or as it would be better to 
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call it, a divider) for each sector. In the case of industries the a* 
is approximately the same thing as marginal cost, and hence we 
may base our assumption of a constant marginal propensity of 
less than one on the evidence for marginal costs that are constant 
and less than price over a considerable range. 

In order to simplify notation, by and py may be lumped 
together and called injections, by. Also they may be taken as 
constants, since variable injections may be considered as a series 
of different constant injections, each of which lasts for a short 
time only. It is helpful, to emphasise the extraordinary formal 
analogy between the Keynesian and the matrix multiplier, to 
rewrite equations (11) as 

(14) [ 7 “ a ]{ y }“ 

where a is redefined to be the same as before except for the 
omission of the units along the principle diagonal, and where I 
is the unit matrix analogous to unity in scalar algebra. The 
solution then is 

(14a) = 

which says that the list or vector of transactions is equal to the 
matrix multiplier value of the vector of injections, i.e., specified 
not only as to total amount but also by sector in which they are 
spent. It yields much richer results than the Keynesian multiplier 
as well as more accurate and useful ones. 1 Unfortunately it also 
removes multiplier calculations from the sphere of the ordinary 
economist, who can afford neither research staff nor elaborate 
calculating machinery. 

Adding all the equations to the last one in (14), we get 

(15) (1 — cx. 1 )y 1 + (1 — a 2 )y 2 + + (1 — oc n )y n = 26#, 

v 

which may be rewritten as 


Hence 

(15a) 

or 


/E(l — a i)y t 

i 




= 26# 

i ij , 


2(1 - oa)y { 
“ 2 Vi 5 

i 


total transactions = weighted average multiplier x total injections. 

1 This point is demonstrated in some detail, though in a slightly different 
context, by the Bureau of Labour Statistics study, The Structure of the American 
Economy under Full Employment Conditions. 



1949] 


THE MULTIPLIER AS MATRIX 


545 


The Dynamical Matrix Multiplier 

The more important consequences of considering the whole 
economy rather than the national income alone, come when we 
consider, as is obviously necessary, a dynamical structure. 
In the previous section we have imputed a marginal propensity 
to spend of less than unity to all sectors rather than merely to 
households. In this section we shall investigate the implications 
of assuming lags in the circulation of money throughout all 
sectors rather than in households alone, as is the assumption in 
the simple income-expenditure lag usually incorporated in 
multiplier analysis. 

The problem is somewhat more complicated in the case of 
firms than in that of households. In place of putting current 
inputs as linearly dependent on the current rate of sales or out- 
puts, we may assume that they are linearly dependent on the 
current rate of fabrication. For this we need the Frisch sausage- 
grinder function, which gives a precise answer to the old economic 
problem : at what rate will meat be being ground at any time if 
there has been a varying rate of input ? 1 Assuming that pro- 
duction starting is equal to current sales, s(t), and calling the 
fabrication period 20, we have 

y(t) = / © dr ~ s (t - 0 )> 

by taking the mid-point of a function over a short stretch of time 
as the best approximation to its average value. But the sales at 
time t of any industry are the inputs of its products by all the 
other sectors, hence a typical row becomes 

o«J/i(<) +bn+ + ai„y n {t) + b tn = y,(t + 0,). 

Consequently equations (14) become 2 

( 16 ) |VJ jt/(< + 0)J - |V| 

I shall now make the assumption that all the lags 0* are the same 
and measure time in these uniform unit-lag periods. The more 
complicated, and realistic, case of unequal lags may be solved in 
principle, but the gains in simplicity are great from taking them 

1 Cf. his “ Propagation and Impulse Problems ” in Economic Essays in Honour 
of Oustav Cased, London, 1933. 

* It is worth noting that if we interpret this system more broadly as a techno- 
logical, rather than merely as a payments, matrix, we have the simplest possible 
dynamical general interdependence system. It would then be interpreted as, 
to-day’s output gives rise to to-morrow’s input. As such, it is a first step in 
dynamic analysis or economic planning. It is, however, only a first step, since 
it gives no explanation of investment, nor does it take account of its effects. 
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all to be equal. (16) is exactly analogous to the ordinary lagged 
multiplier and may be formally solved in the same elementary 
way by using it as a recurrence relation which gives rise to a 
geometric series, in this case a matrio geometric, or Neumann as 
it is sometimes called, series. Letting the simple symbol stand 
respectively for square and column matrices, we have 

j/(l) = b + ay( 0), 

where y(0) is any given initial transactions vector. 

y( 2) = 6 + a[b + oy(0)] = 6 + ab + 0 *^( 0 ). 

(17) y( 3) = b + ab + a 2 b + a*y( 0) 


y(t) — [I -f a + a 2 + -f af-^b + o'yfO). 1 

Thus y consists of a steady-state part due to the constant injec- 
tions and a transient or variable part due to the n arbitrary initial 
sector rates of production. 

Exactly as in the case of the simple multiplier, there arises the 
question of whether or not this approaches a limit as time pro- 
gresses. We say that this matrix-power series converges if, given 

h{t) = -f- a' -1 , 

h(t) — y H as t — y oo. This means that every element in h con- 
verges to a scalar limit in the ordinary sense. Post-multiplying 
by a, 

h(t)a = a + o 2 a 3 + + a 1 , 

and adding / to both sides 

h(t)a -j- I ==z I -f- a -J- a^ -j- a? -|- -j- a* t 

— h(t) + a‘. 

Therefore 

h(t)[I - a] = I - a*. 

If as t — y oo, h(t) — y H, then a‘ — y 0 and 
(18) H = [I-a]~\ 

so that 

y(t) — y [I — a] _1 6 as t — y oo. 

Consequently we find that the dynamical-matrix multiplier has 
the static value as a limit, if a limit exists, in the case of continued 
constant injections. By a similar argument we find that a single 
set of injections generates a total result equal to the multiplier 
value. Equations (17) have perfectly determinate solutions, even 
if the geometric series is not convergent but no multiplier exists 

* I have had the privilege of reading an unpublished manuscript of Mr. Tun 
Thin, in which he uses this device. 
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(as is also true in simple Keynesian analysis). The question of 
convergence is of considerable practical and theoretical interest. 
A sufficient condition may be stated as follows : this series 
converges — and hence a matrix multiplier exists — if every sector 
has a marginal propensity to spend of less than one. Thus our 
condition is exactly parallel to the condition on the marginal 
propensity to consume in the simple multiplier. If each sector 
exactly disburses receipts for all levels of output we get a pure 
propagator analogous to the quantity theory of money, since it 
implies that all marginal propensities are always one exactly. 
This conclusion fits our intuition that if each sector always dis- 
burses all its receipts, nothing will ever disappear (no leaks or 
sinks of purchasing power), and hence there is no tendency for 
the system to run down, or to approach a level if there are constant 
injections. On the other hand, we feel that obviously if no 
sector ever disburses quite all of any added revenue, then a 
dollar injected will eventually exhaust all its effects, direct and 
indirect. 

Such intuitions are vital in suggesting results, but they are not 
conclusive and may, indeed, be quite false. Fortunately, our 
hypothesis is not difficult to prove. Call any element in the 

n 

matrix [a]*, af t and let £ | oJJ | = z { . If M is an upper bound for 

it «■ 1 

all n of the z<, then 

I < I < M* 

for i, k = 1, 2, 3, w, and all t. This follows from the 

fact that any row or column may be considered as a vector, and 
for any vector its magnitude or length is less than or equal to the 
sum of its components. The inner product of any two such vectors 
is, by the Schwarz inequality, less than or equal to the product of 
their magnitudes. Then by induction on t we get the above 
inequality, and in addition that 

But by hypothesis — all marginal propensities less than one — M 
is less than one for all n sectors. Hence the elements in the matrix 
all tend to zero as t tends to infinity and the sum of the geometric 
series goes to a finite limit. 1 

1 I have followed the proof given in Courant und Hilbert, Methoden der 
MathemaHschen Physik , Berlin, 1931, p. 16 n. Cf. also Prof. Leontieff, “ Computa- 
tional Problems Arising in Connection with Economic Analysis of Interindustrial 
Relations,*' The Annals of the Computational Laboratory of Harvard University , 
vol. XVI, p. 174. 



548 


THE ECONOMIC JOURNAL 


[DEC. 

To proceed systematically with the difference equations (16) 
we first try a particular solution of the inhomogeneous system. 
Trying a column of constants { Y*} we find that it is a solution if 

(17) r* = [J — a]~ l b 

or, in other words, the particular solution of the inhomogeneous 
system is the statical multiplier value of the constant injections. 
Then we seek the general solution of the associated homogeneous 
equations 

(18) Iy(t + 1) - ay{t) = 0. 

By substitution it is found that solutions of the form 



are the required ones. To state it another way, we seek those 
values of A and y which satisfy 

(19) [IX — a]y(t) = 0. 

This system has only non-null solutions if the matrix [/A — a] 
is singular, the necessary and sufficient condition for which is the 
vanishing of the determinant of the matrix. This last gives us 
the characteristic equation of degree n in A with n roots and hence 
n columns of y each with one arbitrary constant. 

The most illuminating way to regard the matrix equation (17) 
is that given the matrix a, which represents the structure of the 
economy, we seek those transactions vectors, and the corres- 
ponding A’s, which a transforms into other vectors proportionate 
to them, since 

ay = Ay. 

The vectors which a transforms in this way are called its character- 
istic or latent vectors , and they are determined only as to pro- 
portions, being arbitrary to the extent of a multiplicative constant 
(for which reason they are sometimes called characteristic or 
eigen rays). To each such vector there corresponds just one 
characteristic number , A, there being in all n different ones, the n 
latent roots of the matrix a. [/A — a] is called the characteristic 
matrix of a, and |/A — a\ = A(A) — 0 is known as its characteristic 
equation . By the celebrated Cayley-Hamilton theorem a satisfies 
its own characteristic equation, i.e., A(a) = 0. This equation 
may be factored into the same components as the corresponding 
scalar function, hence 

[IX, - a][/A a - a] 


[/An — a] = 0. 
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Throughout I shall assume that all the roots A < are distinct. 
No empirical matrix like a can give rise to repeated latent roots, 
because more accurate observations could always, in principle, be 
made revealing that the roots were not exactly equal. Repeated 
roots, or degeneracy, can only arise by definition, in the statement 
of the problem or in distinguishing the boundary of a region. 
Given the fact that there are n distinct latent roots, then there 
exists an n X n, non-singular, square matrix h such that 

(20) hah~ l — c 

where c is diagonal with the n distinct roots along the principle 
diagonal. 1 c is unique, and canonical, except for the order in 
which the A’s occur on the diagonal. 

This transformation of similarity (or collineation) may be 
applied to our problem with striking results. Transform y by 
A, thus 

(20a) 7j — hy . 

Applying (20a) to (18), 

ah~ l rj(t) = h~ l r](t -f- 1), 
or 

(18a) hah-'^t) = Crj(t) = rj(t + 1) 

where c is diagonal. In the new co-ordinates, rj , the variables are 
independent of one another (“ uncoupled ”) and we have n simple, 
separate first-order-difference equations : 

(18a) rji(t + 1) = A <*(*), i= 1,2, n, 

which are obviously satisfied by the n simple solutions 
(18b) rj { = NX', 

with the n arbitrary constants N { . These are called normal 
co-ordinates, and by their use we see that there are in our system 
n modes of behaviour, all independent of one another, any one or 
all of which may be excited at any one time. This fact is a 
direct, though scarcely obvious, consequence of the linearity of 
the system, and it is known as Daniel Bernoulli’s Principle of the 
Superposition of Motions. 2 The matrix a can also be reduced to 
canonical form if it has repeated roots or a rank less than n, but 
the form is no longer so simple. 

The latent roots along with the transformation matrix A 
determine the possible behaviour types of the system. Since a is 

1 Cf. Birkhoff and MacLane, Modem Algebra , New York, 1946. 

1 Cf. E. T. Whittaker, Analytical Dynamics, fourth edition. New York, 1944, 

p. 186 . 
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not symmetric, these roots may be real or complex. If all the 
roots are real and positive, the system is non-oscillatory. If any 
of the roots are real and negative, there may be oscillations of 
period two. If any of the roots are complex there will be longer- 
period oscillations ; indeed oscillations of any length are possible 
on the basis of the multiplier mechanism alone. Whether real or 
complex, if all the roots have a modulus greater than one, then 
the system is dynamically unstable, and correspondingly it is 
definitely stable if all the moduli are less than one. If some are 
greater and some less, it is not definitely stable or unstable, but 
its behaviour depends upon which of the modes of motion happen 
to be excited. 

Not only may this system exhibit oscillatory behaviour — it 
must do so. 1 To prove this we may proceed in the following way. 
The characteristic polynomial of the matrix a is 

| XI — a | = + + h-i A"’ 1 + ( - 1) B A", 

where k 0 — | a |, and &„-i = ± (an + a 22 + +a„„) 

and is called the trace of a. But in our matrix all the diagonal 
elements are zero so that the trace is identically zero. There 
exists, however, a diagonal matrix similar to a with o’s latent 
roots along the diagonal. Since similar matrices have the same 
characteristic polynomial and hence the same trace, 

Ai + A 2 + + A„ » 0. 

Therefore all the latent roots of a cannot be real and positive 
with the result that one or more of the natural modes of motion 
of our payments system must be oscillatory. If this root (or 
roots) is real and negative, it will give rise to a cycle of two lags in 
duration, but if it has an imaginary part, the period may be of any 
length. 

The transformation into diagonal form makes it simple to 
discuss the question of convergence of the matrix multiplier 
infinite series. Any power series is easily investigated because 
e — hah- 1 , 

c a = hah~ 1 hah~ 1 = ha^h- 1 , 
c l = hath- 1 , 

and in general 

hf^h- 1 — fQiah- 1 ) — f(c). 

Therefore, calling the geometric matric series /(a), we have for (17) 
V =f(a)b + a'y{ 0), 

1 I am indebted to Mr. Robert Solow for perceiving this remarkable result* 
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and transforming variables by the proper collineation, h, so that 
t) — hy and £ = hb, we get 

(17a) Tj = hf(a)h-i{ + afh-hji 0), 

But hf(a)h _1 —f{hah~ l ) =f{c), 

where c is canonical with the latent roots of a along the principle 


diagonal. But 

r/( K) o.. 

o /(A,) 

(21) [/(c)] = i 

o 


o 


/(An-l) 0 

• ••0 f(K). 


Hence /(c) converges if the geometric series of each of its roots 
converges separately. Therefore the necessary and sufficient 
condition for the existence of a matrix multiplier is that | A,- 1 < | 
for all i, and this is the same as the condition that the entire 
system be definitely, dynamically stable, which is as it should be. 1 
Correspondingly the statical multiplier can be handled with utmost 
simplicity, although this simplicity is somewhat more apparent 
than real. From (14) we have 


(14a) h[I - aVi-'r, = f, 


or 

(14b) [7 - cfr = £, 



Therefore in normal co-ordinates each sector is a kind of multiplier 


value of the corresponding constant injections. This result holds 


1 It is also possible to define convergence conditions for the more complicated 
case of repeated roots. Cf. Turnbull and Aitken, The Theory of Canonical 
Matrices, London, 1945, pp. 73-4. 
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formally regardless of convergence, but, exactly as in the case of 
the simple multiplier, it makes no sense unless the dynamical- 
multiplier series is convergent. 

It is possible to consider any variable injections in terms of 
step-wise approximations. For a stable system we may write 
general solution as 

\m n-f-'l r T'[-‘l 

(22) ■ . ■ — l~ a J ■ ■ + Jjf — ■ . • > 

t^nj [bn. 

where Y ± Y n are arbitrary constants and b x b n the 

total injections by sector. If the system has been in equilibrium 
and b is changed to b + A b, we get 


Hence 


H'-r 

[•!-[']■ 


['- 11 ' 


['-r< i 


(24) (#«) 


= {r} + }. 

r then be written as 

[/ - a] -1 j& + A&| - [«]'[/ - aJ'^A&j, 


Therefore 


The solution may then be written as 


which states that the transactions vector commences at its 
previous value and moves by some complicated path to the new 
matrix-multiplier value as given by the first term (the secc^nd term 
goes to zero with the lapse of time). 

Total Transactions 

Likewise we may discuss the behaviour of total transactions 
in the dynamical system. Writing 


we may restate (16) as 


•jW + l)j as jy(*)j + |a«/(<) 
16) as 

{„} - [/ - . J ‘{ 6 - A*} 



1949] 


THE MULTIPLIES AS MATRIX 


553 


which says that the transactions vector is always equal to the 
matrix-multiplier value of injections less absorptions (or plus 
injections if A y is partially or wholly negative) due to the motion 
of the system itself. Premultiplying (16a) by 

“1 0 0 0 ~ 

0 1 : 

6 i 6 

1 i i i_ 

and considering only the last row, we have 
(25) 2A Vi = - S(1 - atfyt, 

i i i 

which states that the rate of change per unit time of total trans- 
actions is equal to aggregate injections (“ investment ”) less 
aggregate absorptions (“ savings ”). Here also there is an exact 
analogy with the simple multiplier. 

% 

The Lag in the Flow of Payments 

One of the many uses which may be made of the dynamic- 
matrix multiplier is to illuminate the question of what is the 
nature and magnitude of the lag in the income flow in a society. 
The answer is that there is no one lag but many, endlessly com- 
pounded. If we follow the path of a dollar injected we find that 
in the following period some fraction (which fraction depends on 
the payments structure of the particular industry) only will 
again become income. Some part of the balance will go to other 
industries, which in turn will do the same, and so on ad infinitum. 
Therefore there is no simple income-expenditure lag as ordinarily 
assumed in multiplier analysis, but rather there is a distributee! 
lag that spins out the consequences of any disturbance much 
longer than any inspection of industry or consumer lags by them- 
selves would lead us to expect. 

Thus in an aggregative model with a single lag we are led to 
speak of “ days ” or “ weeks ” or at most “ months/* which would 
give rise to such short dynamical adjustments that they might 
well be neglected. Indeed, this is the only rational reason which 
can be given to support Keynes’s refusal to make the multiplier 
explicitly dynamical in its form. But the moment we compound 
these short lags we get something like an equivalent lag that is 
much longer and certainly not negligible. Therefore if we wish 
to make aggregative analysis as a simple, though crude, approxi- 
mation to reality, we must insert a fictitious lag that looks much 
longer than the observable constituent lags. The evidence from 
No. 236 — vol. lix. * * 



554 THE ECONOMIC JOURNAL [DEC, 

the income velocity of money is that the order of magnitude of 
the equivalent or average lag is three or four months. 

It is important to make some qualitative estimates of the 
effect of introducing many lags, although exact comparison is 
impossible, since there is no actual, single lag to compare with the 
lag in the simple multiplier. From (25) we have 

^2/x + A y a + + Ay n = — 2(1 — a ,)y<, 

whereas if we have only a single-households lag, 

Ay** = — 2(1 — oc i)yi. 

i 

Practically without exception, total transactions, national income 
and the other sector outputs move up and down together. There- 
fore all the A’s will tend to be of the same sign, and hence we must 
divide the same quantity of motion into n parts. Consequently, 
the rate of change of national income will be very much slower 
than a single-lag mechanism would lead us to expect. To be 
more precise, corresponding to each latent root there is a solution, 
and for each solution all the sectors preserve fixed ratios to one 
another through any motion. Hence we may rewrite (25) as 
(25a) (k ± + k 2 + + k n ^ 1 -f- l)Ay* = — 2(1 — a*)y* 

where the k 9 s are the given and constant ratios, which are all or 
nearly all positive because of the tendency of all the sectors to 
move in sympathy. Hence 

Ay* 1 - 

{ } A y n *~k l + k 2 + k- x + l <lf 

and, in fact, it is likely to be very much less than one, indicating that 
the multiple-lag system is markedly le&s stable than the simple one. 

The point is that the money filters through this complicated 
machine in many steps and very slowly. But this is not all ; the 
money does not move in step, but some becomes income again 
and some does not until later, and some never does. As a result 
the scattered parts of a single injection may get out of step, and 
there arises the possibility of qualitatively different behaviour, 
e.y., oscillation. The nature of the solutions is determined by the 
roots of the characteristic equation of the matrix. Since it is an 
empirical fact that this matrix is not even approximately sym- 
metrical, there is no necessity for it to have real roots. There is 
also, however, no necessity for it to have complex roots, but a 
simple numerical example will easily demonstrate the possibility. 
Barring a negative marginal propensity to consume, the simple 
multiplier cannot oscillate but must go unswervingly to its 
appointed end. 



1949] 


THE MULTIPLIER AS MATRIX 


555 


I have stated that instead of one long lag we have a type of 
distributed lag. It has sometimes been supposed that consumption 
depends on income according to some sort of distributed lag, but 
this is made as an hypothesis. From the dynamical-matrix 
multiplier we may show that it is so and also exactly in what way. 
Taking from (16) the purely dynamical part, we have 

[o] !«/(<)} = \y{t + 1)}. 

We may partition it conformably into 


(27) 

9 

c 

< 

r - 

y,n(t) 

' = * 

Vm{t + 1) 


_ / 

0 _ 


.Vn(t) . 


,yn(t + i). 


from which we get 

+ !)} = jcj y n (t) + [< 7 ] {?/,„(«)}, 


(27a) 


= jcj y n (t) + g jcj y n («-!) + 




C-o y ^ 1 ~ ^ { C } + 9 + ~~ **}' 


Because a converges, g will do so even more rapidly. There- 
fore the last term on the right-hand side disappears as we let i 
increase without limit. We wish to know how present consump- 
tion depends on past income. The list of current consumer 

purchases is |c|y w (£), and from (27) we have, indicating a row 

matrix by < > , 

(27b) < f > = y«(t + i). 


Therefore the consumor purchases at any time, t + 2 , are given by 

(28) {c} C / > [J Q [7]V»« - «)] {c}, 

in which all the elements are given constants with the exception 
of the incomes for all previous time. Consequently we find that 
present consumption depends in a perfectly definite, and in 
principle derivable, way on all previous income, i.e., there is a 
distributed lag involved in the consumption function. 

R. M. Goodwin 


Harvard University. 
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Two Memoirs. By John Maynard Keynes. (London: Rupert 
Hart-Davis, 1949. Pp. 106. Is. 6 d.) 

This slim little book will bring to many both joy and regret. 
Joy that they can once again read Keynes’s limpid English, and 
be fascinated by the deft touches with which he can sketch a 
character unforgettably in a couple of sentences. Regret that 
this is almost certainly the last unpublished work from his pen 
that will see the light of day. 

The two essays that it contains have this much in common. 
Both of them — the first Dr. Melchior : a Defeated Enemy, the 
second My Early Beliefs — were written for an intimate group of 
old friends. They are printed here as they were written. As 
David Garnett briefly explains, the allusions and private jokes 
readily understood in that little circle remain unexpunged; the 
reader “ is hearing what was written only for the ears of those to 
whom the writer could speak entirely without reserve, and who 
would never mistake his meaning.” 

Dr. Melchior is four things in one. It is a remarkable portrait 
of a remarkable man. It is a fascinating picture of backstairs 
negotiations to stir memories and evoke analogies in the minds of 
many later negotiators of the backstairs. It is a contribution of 
exceptional importance to a phase of history. It is a tragedy 
of great events and little men. As one reads it again and again, 
I believe that one’s abiding impressions are the first and the 
last — Melchior the man, and the tragedy of little men. 

I never myself met Melchior. Yet from the first time I heard 
this memoir read (it was not as a member of Keynes’s group of 
intimates) the picture of Melchior has been indelibly in my mind. 
The German financiers are for the first time meeting the English, 
Americans and French in a crowded railway carriage in a siding at 
Tr&ves : 

“ A sad lot they were in those early days, with drawn 
dejected faces and tired staring eyes, like men who had been 
hammered on the Stock Exchange. But from amongst them 
stepped forward into the middle place a very small man, 
exquisitely clean, very well and neatly dressed, with a high 
stiff collar which seemed cleaner and whiter than an ordinary 
collar, his round head covered with grizzled hair shaved so 



dec. 1949] 


KEYNES : TWO MEMOIRS 


557 


close as to be like in substance to the pile of a close-made 
carpet, the line where his hair ended bounding his face and 
forehead in a very sharply defined and rather noble curve, his 
eyes gleaming straight at us, with extraordinary sorrow in 
them, yet like an honest animal at bay. This was he with 
whom in the ensuing months I was to have one of the most 
curious intimacies in the world, and some very strange pas- 
sages of experience — Dr. Melchior.” 

The problem was the feeding of Germany. The difficulty its 
finance and the unwillingness of Germany to surrender her last 
bargaining counter — her merchant marine. In the countless 
crises of the past thirty years this was a minor crisis. Yet all the 
elements of all crises are here delineated. Ignorance, incom- 
petence, pig-headedness, cupidity. The breakdown where a 
breakdown was disastrous to all parties. The meaningless 
farrago of protracted polylingual discussions. The misunder- 
standings of mistranslations. National pride and the impossi- 
bility of being the first to surrender from an untenable position. 
Deadlock, only to be broken down, if at all, by a personal appeal 
and a move behind the scenes. All this was there at Treves, at 
Spa and all the other places where the negotiations dragged on. 
And, as so often, the deadlock was resolved by a curious personal 
intimacy and mutual trust between opponents — this time between 
Keynes and Melchior. 

But Keynes and Melchior are not the only players. There 
appear a succession of British admirals, each more eccentric than 
the last, the powerful figure of Foch increasingly bewildered as 
the orderly military world gives place to the unintelligible 
civilian world, the Supreme Economic Council escaping from 
insoluble great problems into insoluble trivialities. And much of 
the play proceeds against the Wagnerian background of Spa, where 
the Armistice Commission had succeeded to the villas of the German 
High Command, and the ghosts of Wilhelm II, Hindenburg and 
Ludendorff still seemed to strut in the corridors. 

The intimacy of Keynes and Melchior did not pass away. 
They were to meet again after Keynes had resigned. He read to 
Melchior the chapter on President Wilson from his then unpub- 
lished book. And that scene — the end of the memoir — is the 
most moving of all. For we see Melchior’s gradual comprehension 
of the tragedy : 

“ This, then, was the other side of the curtain ; neither 
profound causes, nor inevitable fate, nor magnificent wicked- 
ness. The Tablets of the Law, it was Melchior’s thought at 
that moment, had perished meanly.” 
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My Early Beliefs is in a very different key. But to an under- 
standing of Keynes it is, I think, more important than almost 
anything else that he published. The issues are almost infinitely 
remote from economies. Yet here Keynes has dissected his own 
mind and his own prejudices, and has described the influences 
which made it what it was. No one who is interested in Keynes as 
a person and as a teacher can afford not to have read this essay. 

To anyone not steeped in the intellectual fashions, the minor 
and sometimes major notabilities of the Cambridge of 1900-14 and 
the literary movements of that age, this essay may be hard 
reading. David Garnett has provided a vocabulary of nick- 
names ; but he has rightly resisted the temptation to overlay it 
with an indigestible coating of literary annotation. 

The occasion for this essay was a paper to the same group of 
intimates by David Garnett himself, discussed in Keynes’s absence 
and subsequently sent for him to read. The subject was D. H. 
Lawrence, his antipathy to the group as a whole and to Keynes 
in particular, and the break-up on this account of Garnett’s own 
friendship with Lawrence. Keynes was provoked to put his own 
thoughts and recollections on paper. This essay is the result. 

It begins, naturally, with Keynes’s recollections of his 
meetings with Lawrence, the setting and the subjects of argument. 
But in a page or two Keynes has begun to ask himself what was 
the mental history of himself and his friends in the dozen years 
before the first war. I could not attempt, even were I competent, 
to summarise what has already been compressed by a master of 
compression. The picture that emerges is of a group of brilliant 
minds, utterly detached from the world, determined to face intel- 
lectual problems with a singleness and courage that their suc- 
cessors by a generation seldom aspire to parallel, but frivolous 
brittle, inhuman. I will allow Keynes’s words to speak for 
themselves : 

“ If, therefore, I altogether ignore our merits— our 
charm, our intelligence, our unworldliness, our affection — I 
can see us as water-spiders, gracefully skimming, as light and 
reasonable as air, the surface of the stream without any 
contact at all with the eddies and currents underneath. And 
if I imagine us as coming under the observation of Lawrence’s 
ignorant, jealous, irritable, hostile eyes, what a combination 
of qualities we offered to arouse his passionate distaste ; this 
thin rationalism skipping on the crust of the lava, ignoring 
both the reality and the value of the vulgar passions, joined 
to libertinism and comprehensive irreverence. . . . All this 
was very unfair to poor, silly, well-meaning us. But that is 
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why I say that there may have been just a grain of truth when 
Lawrence said in 1914 that we were 4 done for ’.” 

Keynes’s essay shows the elements out of which this mental 
state was compounded. The immense influence of Moore’s 
Principia Ethica , and the still greater influence of Moore as a 
person. The belief that “ nothing mattered except states of 
mind, our own and other people’s of course, but chiefly our own.” 
The interminable arguments about these states of mind and what 
contributed or did not contribute to a good state of mind. The 
view that intensity and passion and contemplation and com- 
munion were what mattered and that pleasure was irrelevant. 
Keynes stresses that not only had they thrown hedonism out of 
the window ; they were the first of their generation to escape from 
the Benthamite calculus. 

“ But of another eighteenth century heresy we were the 
unrepentant heirs and last upholders. We were among the 
last of the Utopians, or meliorists as they are sometimes 
called, who believe in a continuing moral progress by virtue 
of which the human race already consists of reliable, rational, 
decent people, influenced by truth and objective standards, 
who can be safely released from the outward restraints of 
convention and traditional standards and inflexible rules of 
conduct, and left, from now onwards, to their own sensible 
devices, pure motives and reliable intuitions of the good.” 

In later years, Keynes shed almost wholly the brittle chrysalis 
of those earlier years. He acquired the broad humanity which 
was foreign to that group and that epoch. Indeed it would seem 
that it was always there and always breaking out. But he re- 
mained through life, I think, a meliorist. We can see again and 
again in his economic writing the purpose to set a rational humanity 
free from its fetters. 

The fascination of this essay, I have said, is to see the mature 
Keynes dissect and analyse the immature Keynes. Those of us 
who knew him best in his later years, and knew him as one 
essentially of our own generation, are apt to forget that he 
was equally, and perhaps primarily, of his own generation. We 
cannot fully understand him if we forget that. Here we have 
Keynes set among his own contemporaries and their thoughts 
by the one pen which could do it with certainty, precision and 
understanding. 

Austin Robinson 

Sidney Sussex College , 

Cambridge . 
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The Veil of Money. By A. C. Pigott. (London : Macmillan, 
1949. Pp. viii + 150. 8s. 6 d.) 

Professor Piaotr had intended this book to be “ something 
thoroughly elementary,” but, as it turned out, it failed to preserve 
this character. It is still an “ introduction,” but one “ only 
suitable for students and other persons prepared to make some 
intellectual effort ” (Preface, p. v). 

What ground ought an Introduction to cover ? It is something 
less than a text-book. A text-book offers a systematic survey 
of available knowledge within its limits. An introduction pre- 
pares the student for the text-book by linking the ideas from which 
the text-book starts with the unsystematised knowledge which 
the student is likely to possess. 

Professor Pigou divides his book into two parts, one on 
“ Money ” and the other on “ Money Income.” The former, 
even for an introduction, is rather thin. It is not quite clear what 
previous knowledge the reader is expected to have. The nature 
of bank credit and the credit operations of bankers seem to be 
taken for granted. “ Bank money consists of bank balances . . . 
plus overdraft facilities ” (p. 6). Is that all that need be said in 
regard to the nature of bank money ? 

Professor Pigou offers no explanation of the process by which 
money comes into existence. There are scattered allusions to it. 
The initiative comes from the side of bank money, not from the 
side of currency (p. 10). The banks may prevent money from 
expanding “ whether by raising money rates, by applying severer 
tests of credit worthiness, or otherwise ” (p. 10). Reduction of a 
pure paper currency is effected by “ a net repayment of loans that 
have been made by the banks ” (p. 12). 

His conclusion that contractions in money income are “ almost 
always and almost entirely brought about by way of reduction 
in . . . income velocity, not by contraction in the stock of money in 
circulation ” (p. 13) is a purely empirical one. 

Money income forms the subject of Part II. All through this 
Part Professor Pigou lays great stress on the effects of the rate of 
interest. He professes to follow Keynes in setting up “ a sort of 
representative rate of interest whose movements may be taken as 
typical of those of the * complex of rates ’ found in real life ” 
(P- 74). 

But this representative rate of interest does not represent the 
short-term rate, the “ money rates ” of the banks. It is that 
which is equated to Keynes’s “ marginal efficiency ” of capital 
(p. 87) or to Marshall’s yield of the “ marginal machine ” (p. 88). 



1949] 


PIGOTT : THE VEIL OF MONEY 


561 


Professor Pigou ignores the difference between these two versions, 
but either way the implication is that the representative rate is a 
long-term rate, and later on (p. 140) he contrasts it with the short- 
term rate. 

When real income is given, income velocity is “an increasing 
function of the rate of interest ” (p. 81), because the higher the 
rate of interest the greater is the attraction of investing the 
marginal unit of cash by comparison with “ the several sorts of 
non-material benefits derived from real resources held in the form 
of money.” 

And “ the stock of money will be larger, the higher the rate of 
interest.” That is so because, when the community requires 
more money, there is “ a drain from the banks into circulation, 
which induces the banks to take action calculated to raise interest 
rates ” (p. 84). 

If the banks chose “ to alter the function relating the stock of 
money to the rate of interest, by for example creating new 
notes,” the rate might not have to rise, but, if that function be 
assumed unchanged, the stock of money in circulation will expand 
in response to upward movements in the rate of interest (p. 85). 

What does Professor Pigou mean ? The banks can prevent 
an increase in the stock of money “ by raising money rates ” 
(p 10). But it is the short-term rate of interest which they have 
power to raise, not the “ representative ” rate. In response to 
given upward movements in the short-term rate of interest, the 
stock of money does not expand but contracts. 

When he sa}^ that the drain into circulation “ induces the 
banks to take action calculated to raise interest rates,” he seems 
to have in mind, not the immediate rise in the short-term rate, but 
the effect of a restriction of the supply of money in raising the 
representative rate. 

When the demand schedule for real investment rises, a corre- 
sponding rise in the representative rate of interest does not 
immediately result. In the first instance the demand may be 
supplied by the creation of money, and it is the action of the banks 
in limiting the supply of money that raises the representative rate. 
Professor Pigou’s statement that “ the stock of money will be 
larger, the higher the rate of interest ” is just the reverse of the 
true relation. Income velocity is “an increasing function of the 
rate of interest,” because a high rate of interest induces people to 
hold smaller money balances. 

“ If all other things are equal, but the demand function for 
real investment stands higher ” in situation B than in situation A, 
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the rate of interest will he higher in situation B (p. 92). Therefore 
“ the income velocity of money and the stock of money in circula- 
tion must both be larger ” (p. 93). Therefore money income is 
higher. And, money wages being supposed given, employment 
and consequently real income will be larger (p. 95). This is a 
mistake. The income velocity of money will be larger, but the 
stock of money will be smaller. Whether money income will be 
larger depends on the action of the banks. 

In any case is it not undesirable to base monetary analysis on 
the antithesis between income velocity and the stock of money ? 
The operations of the banks and the investment market usually 
affect money income directly, not by way of separate effects on 
quantity and velocity. The quantity of money beoomes im- 
portant in so far as it is taken as one of the guiding factors in 
monetary policy. 

In an early chapter Professor Pigou asks, is money a veil ? 
“ In the years preceding the first world war ” economists used to 
call money a mere “ garment ” or a “ veil,” to be stripped off in 
order to see the underlying reality. The two metaphors are not 
equivalent ; a garment protects, while a veil conceals. It is the 
veil which Professor Pigou has, I think, preferred in the past. He 
now points out that money cannot be regarded as “ a mere epi- 
phenomenon, having no positive effects on the underlying reality ” 
(p. 27). “ Tim goods and services which compose the reality of 

economics are not themselves ultimate values ” (pp. 19-20). 
But Professor Pigou seeks all through to express monetary facts 
in terms of real income, real investment, real resources and the 
like. In doing so, he is a little worried by the problems of 
averaging involved in measuring the purchasing power of money 
(pp. 56-62). And he resorts to rather strange devices to ease the 
intellectual effort demanded of his readers, for example, when he 
compares “ the attractiveness of the marginal apple (apples being 
taken to represent goods in general) that is held in the form of 
money ” with “ the attractiveness of the marginal apple that is 
held in the form of real capital ” (p. 77). 

E. G. Hawtrey 

London. 

Overhead Costs — Some Essays in Economic Analysis. By W. A. 

Lewis. (London : Allen & Unwin, 1949. Pp. 200. 15*.) 

This book consists of seven essays, each dealing, more or less 
closely, with some problem connected with the general title. 
Several have already been printed. Some consist of general 
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theoretical analysis, illuminated by apt illustrations; some deal 
with the problems of special activities. Professor Lewis’ approach 
is not new ; but he has many desirable elaborations and corrections 
to make to previous theory, while several of his applications go far 
beyond previous discussions on the subject. It is impossible in the 
space of a review to refer to many of these contributions. I shall 
therefore list, with very brief comments, the articles which make 
up the book and then discuss briefly what seems to me to be 
Professor Lewis’ central theme. 

I. Fixed Costs deals with price policy in general (a point to 
which I shall return), and contains a valuable contribution to the 
road-rail controversy. It needs more careful reading than the 
rest of the book. 

II. The Two-part Tariff is a useful analysis of the reasons for 
making charges in this way and of their social implications. 

III. The Economics of Loyalty and IV. The Inter-relations of 
Shipping Freights are both more specialised applications of general 
points already made in the earlier articles. They are probably 
of less general interest than the other articles. 

V. Competition in Retail Trade, first published in Economica 
in 1945, added precision to many rather hazy ideas on this 
subject. It is indispensable to those interested in retailing and 
imperfect competition. 

VI. Monopoly and the Law, written for lawyers, contains little 
that is new for economists. Professor Lewis advocates a drastic 
policy of prohibition (though with exceptions). It therefore seems 
odd that in his last essay, when he is dealing with public corpora- 
tions established in competition with private firms, he recom- 
mends that in slumps these corporations and their competitors 
should agree on an appropriate price policy. It is true that he 
says that this policy must be approved by the Tribunal he wishes 
to have appointed ; and it may be, as he suggests, that it is the 
only way of avoiding unfairness ; but it is not competition. 

VII. The Administration of Socialist Enterprises was written 
for this book. It is a slighter article than most of the others, 
in view of the complexity and size of the theme. Professor Lewis 
emphasises suggestions for making such enterprises accountable 
to the publio, and the desirability of giving them more explicit 
instructions on general policy than has hitherto been done. He 
makes some remarks on efficiency and decentralisation and then 
goes on to price policy. 

The first and last articles, especially, deal with price policy, 
particularly in relation to public utilities and State-owned 
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monopolies. Professor Lewis points out that the usual statement 
that, if the price mechanism is accurately to allocate resources, 
price must equal marginal cost, contains many hidden difficulties. 
Costs may be divided into those which are escapable and must be 
covered if enough resources are to be attracted into or kept in the 
particular use, and those which are inescapable and do not affect 
output. But some costs are escapable immediately and some only 
gradually ; some are indivisible and can be escaped if there is a 
large variation in output but not a small (that is, they do not enter 
into ordinary marginal cost) ; and some are finally inescapable. 
(This brief analysis should be admirable for students grappling 
with the long and short periods.) Professor Lewis would have 
price in public-utility undertakings cover long-run and not only 
short-run marginal costs. This enables the concern to earn 
amortisation on that part of its equipment which is still required, 
which otherwise it could not, a point to which he attaches con- 
siderable importance. It is true that it also excludes in a de- 
pression some demands which could be met without wasting 
resources, and that it may slow up the process of eliminating 
excess capacity; but neither of these factors are, in his view, 
important as far as public utilities are concerned; for other 
concerns he leaves the argument, though not his view on policy, 
open. 

He would also have receipts from consumers cover “ escapable 
indivisible ” costs; clearly, if these are not covered and the con- 
cern is privately owned, the assets concerned will not be replaced. 
Since, however, these costs do not enter into marginal costs they 
should not, he says, be added to the price of the marginal unit. 
Ideally they should be extracted from consumer and producer 
surpluses ; that is to say, from those who benefit from the under- 
taking in proportion to their benefit. And in any case the costs 
should be incurred only if they are less than these surpluses. 
Professor Lewis sees little hope of touching producer surplus. 
Consumer surplus might be tapped either, sometimes, by a two- 
part tariff, or, if this is unsuitable, by price discrimination. 

But this is not all. In his view those who benefit from the 
undertaking should pay, out of their consumer surplus, not only 
those indivisible costs which are escapable, but also those (such 
as railway tracks still needed) which are useless elsewhere and do 
not depreciate, and are therefore costless. The only losses which 
should be assessed against the undertaking are those due to im- 
perfect foresight; for example, interest and amortisation on 
equipment no longer required. 
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This is a logical case, but one that can be sustained only with 
confidence in the particular circumstances examined by Professor 
Lewis. Thus whether short- or long-run marginal cost should be 
covered depends upon a balance of considerations; for many 
industries this might come down the other way from that for public 
utilities. And whether escapable indivisible costs, and still more 
inescapable ones, should be borne by consumers’ surpluses depends 
upon views of equity and the practicability of getting at these 
surpluses. Subsidies may sometimes be better. 

The analysis, however, is penetrating, and the technique 
should be valuable in dealing with many practical problems. 
Unfortunately, in his last essay, Professor Lewis does not appear to 
use his earlier analysis, though he refers to it. I believe that 
anyone reading this article without the first might suppose that 
Professor Lewis considers that public corporations should cover 
their interest charges, inherited or otherwise. Clearly he does not, 
but the wording here is ambiguous. 

In conclusion, it should be noted that, in many of the articles, 
Professor Lewis makes considerable use of the concept of joint 
costs. 

Ruth Cohen 

Newnham College , 

Cambridge. 

The Theory of Capitalist Development. By Paul M. Sweezy. 
(New York : Oxford University Press, 1942. Pp. xiv + 392. 
$4.00. British edition, with a Foreword by Maurice Dobb. 
London : Dennis Dobson, 1946. Pp. xiv -f 398. 18s.) 

This book’s sub-title, “ Principles of Marxian Political 
Economy,” indicates clearly its scope and purpose. It contains 
three main elements : first, an exposition of the theoretical basis 
of Marxian economics — the labour theory of value, and the 
theories of surplus value, the price of production and the falling 
rate of profit ; secondly, a discussion of crises and the so-called 
breakdown (Zusammenbruch) of capitalism ; thirdly, a survey of 
monopoly capitalism, imperialism and fascism. Unlike many 
works of Marxist orthodoxy it is written in a clear, crisp style and 
is free from blind dogmatism and from crude abuse of opponents. 

The best part of Dr. Sweezy’s exposition of basic theory is his 
emphasis on the social content of Marx’s economics. For Marx 
and his followers, economics is concerned with “ the social 
(inter-personal) relations of production and distribution. What 
these relations are, how they change and their place in the 
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totality of social relations would seem to be the . . . subjects of 
enquiry.” (P. 3.) For them, also, “ the quantitative relation 
between things which we call exchange value, is in reality only an 
outward form of the social relation between the commodity 
owners, or . . . between the producers themselves. ... In 
other words, the exchange of commodities in an exchange of the 
products of the labor of individual producers.” (P. 27.) In 
market economy (or, as the Marxians term it, “ commodity pro- 
duction ”) relations between men assume the form of relations 
between things. (This is what Marx meant when he spoke of the 
“ fetishism of commodities ” — one of his most pregnant concepts.) 
From this point of view, Dr. Sweezy criticises effectively the 
“ scarce means with alternative uses ” definition of economics on 
the ground that it considers primarily relations between men and 
things and ignores the most significant relations between men 
and men ; that is to say, the terms on which, in a society based 
upon the division of labour, one man works to satisfy another 
man’s wants. Dr. Sweezy condemns the scarcity theory as “ a 
process of constructing and interrelating concepts from which all 
specifically social content has been drained off.” (P. 5.) 

So clear and trenchant is the author’s exposition of the 
weakness of orthodox economic theory that it is a pity that he has 
taken up so much of the book to restate the mazy complexities of 
the Ricardo-Marxian theory of value, ignoring all the objections 
to it made durihg the last eighty years. This is all the more to 
be deplored in that the labour theory of value is not logically 
necessary to the Marxian scheme of capitalist development. 
What the latter does require is the Falling Rate of Profit. But 
this, although orthodox Marxists like Dt. Sweezy will not admit it, 
can be demonstrated (subject to qualifications that are sub- 
stantially the same as those given by Marx in Capital, Vol. Ill, 
Oh. 14) on the principles of any bourgeois economist — Marshall, 
or Cassel, or Keynes. 

In his Chapter VII (The Transformation of Values into Prices), 
Dr. Sweezy attacks the problem (usually known as “ the Great 
Contradiction ”) of reconciling the labour theory of value, a 
uniform rate of profit, varying compositions of capital and prices 
determined by competition. As an orthodox Marxist he arrives 
at the conclusion that, even in equilibrium, prices diverge from 
values. But instead of accepting Marx’s formulation of this 
solution (published by Engels in 1894) he gives Bortkiewicz’s, 
which is logically and mathematically more accurate (and not 
hitherto available in the English language). All this is very 
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interesting to any one who, like the reviewer, is an amateur of 
mathematico-economic curiosities ; but it seems a pity to spend 
so much time on formal solutions of unreal problems. 

The second main topic of the book — crisis theory — is concerned 
with more living issues. The author shows that practically every 
useful theory of economic fluctuations known to modem econo- 
mists has been anticipated by Marx. Much of Marx’s work, 
disinterred from the later volumes of Capital and from the 
Theorien liber Mehrwert , seem very fresh to-day. But Marx is not 
merely an eclectic. The unifying thread running through his 
work is the rejection of the concept of equilibrium. It is true that 
Marx’s “scheme of simple reproduction” involves equilibrium; 
but Marx evolves this scheme only to show how unrealistic it is. 
For him, crises are not accidental deviations from a stable trend, 
but essential parts of a process of development — and ultimately of 
degeneration. In other words, crises are stages on the road to the 
final crisis. 

Underconsumption, disproportion between branches of pro- 
duction, disproportion between investment and consumption, 
the relation between output of consumption goods and of capital 
goods : all these theories are subjected to review. [May I com- 
ment in passing that the mathematical proof of inconsistency 
between investment and consumption given in the Appendix to 
Chapter X (based on Otto Bauer) is formally invalid, since A 
(the factor of proportionality between consumption and means of 
production) is treated as a constant instead of as a variable?] 
In both this and the subsequent section the author discusses in 
detail the views of writers such as Bernstein, Tugan-Baranowsky, 
Rosa Luxemburg, Hilferding and Bukharin, not otherwise 
accessible in English. 

When we come to modem tendencies in capitalism — monopoly, 
imperialism, fascism and the drift to war — we are in a field where 
Marxism shows both its greatest strength and its greatest weak- 
ness. Its strength, because it accepts, as no other body of economic 
thought does, the existence of fundamental inconsistencies (“ con- 
tradictions ”) in an economic system based upon the market and 
the profit motive. Its weakness, because its exponents are 
seduced by their passions into unwarranted certainty as to the 
future course of social evolution. This book illustrates both 
these qualities. Dr. Sweezy makes some interesting observations 
in his Chapter XV on monopoly — on the possible co-existence of 
high monopoly profits with a low marginal rate of return on 
capital, and the effects of this upon investment, employment and 
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the utilisation of inventions. His discussion of imperialism and 
allied tendencies is unhackneyed, alert to facts and full of interest- 
ing suggestions; but it is marred by facile optimism. The 
postulation that “ a military defeat of German fascism . . . 
would be followed by the collapse of capitalist rule and the victory 
of socialism over substantially the entire European continent ” 
(p. 359) reads sadly in retrospect. It suggests that socialism, no 
less than capitalism, has its contradictions, to which Marxists are 
as blind as bourgeois economists are to those of capitalism. 

H. D. Dickinson 

University of Bristol. 

Voraussetzungen der Vollbeschdftigung. By K. Gruber. (Vienna : 

Springer, 1946. Pp. 89. Austrian Sh. 7.20, Sw. Fr. 6, or 

$1.40.) 

Die V ollbeschaftigung im Kreuzfeuer. By J. Rakowski. (Berne : 

A. Francke, 1946. Pp. 52. Sw. Fr. 2.80.) 

Dr. Gruber’s book consists of three parts. The first deals 
with effective demand, and is a general exposition of Say’s Law 
and of the more important leakages which may cause over- 
production. The second part is called “ Disturbances in Circula- 
tion ” and presents a model of a trade cycle started off by an 
increase in thrift. (In the last section of this part, other factors 
which may initiate a deflationary cycle are listed but are not 
discussed in detail.) The third part deals with trade-cycle policy 
by the State, largely by advocating anti-cyclical public works, an 
official anti-cartel policy, paid leave for employees and promotion . 
of labour mobility. 

The book can perhaps best be described as the German 
equivalent of Mrs. Robinson’s popular exposition of the General 
Theory in her Introduction to the Theory of Employment (not 
known to the author and not noted in his bibliography) minus 
liquidity preference and minus expectations, but plus a dash of 
Spiethoff and more than a dash of Schmatenbach. Symbols are 
freely employed, but no mathematics. 

As a popular exposition of basic Keynesian ideas, blended 
with some ourrent German thought, this book is successful. 
There are some parts that would clearly be in need of further 
development. The author is, and has been for some years, the 
Austrian Minister of Foreign Affairs, and it may be surmised 
that the book bears the marks of a certain amount of substitu- 
tion of time between the author as an economist and the authpr 
as a Foreign Minister. 
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More specifically, there is no satisfactory discussion of in- 
flationary processes, specially not of inflationary (and also 
deflationary) processes starting from the cost side. In that 
-respect the present book is entirely a period piece of the 1930s. 
Costs are declared in a general way to be more rigid than prices, 
which precludes discussion of such phenomena as wage-induced 
inflation. 

The author is very critical of cartels and monopolies. In 
his view they not only interfere with the right allocation of 
resources but they also reduce the willingness to invest and 
generally intensify trade cycles. It may be doubted, however, 
whether this is a substitute for a more profound analysis. The 
point of view put forward by Professor Schumpeter that 
monopolies may be vehicles of economic progress and also the 
possibility that monopolies may lead to additional investment 
through the ploughing back of their excess profits or for reasons 
of economic strategy are important issues which cannot be entirely 
omitted. 

Another weakness of the book is that it is entirely written for 
a closed economy, with the exception of three pages (pp. 62-5) 
which deal with foreign-trade factors but do not deal with the 
central problem of the balance-of-payments difficulties connected 
with national employment policies. 

Among particular points which are perhaps in need of revision 
the reviewer would especially mention the statement (on p. 21) 
that an increase in the monetary circulation will lead to increased 
liquidity and a fall in the velocity of circulation, if the limitations 
of production facilities prevent an expansion of output. This 
seems a most surprising statement illustrative of the author’s 
neglect of expectations, business psychology and accumulative 
processes. On p. 22 the statement is made that hoarding of money 
is an indication of lack of confidence ; this is surprising in someone 
who has experienced two inflations. “ Crisis of confidence ” are 
hardly the right words to describe the processes which lead to 
holdings of excessive amounts of money. It is not generally true 
that the financing of new plants — as distinguished from replace- 
ments, etc. — depends on decisions of individual income-earners ; 
it has been shown that in the U.S. as well as in the U.K. the bulk 
of new plants is now financed by retained profits no less than 
replacements are. On p. 31 there is confusion between progressive 
costs and high unit costs ; in fact, an under-utilised mechanised 
plant works under conditions of degressive costs (although high 
costs) not progressive cost as stated by the author. The explana- 
No. 236 — vol. lix. Q Q 
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tion on p. 69 of the forward-rising demand curve for inferior goods 
is very spotty. 

The most interesting points in the book are the linking of basic 
Keynesian ideas to technical rigidities in the economic system, the 
underlying assumption that a deficiency of savings is just as likely 
to produce an economic crisis as an excess of savings and the 
author’s suggestion for the creation of special “ Umstellbetriebe ,” 
plants which are from the beginning designed for easy switch-over 
from one type of production to another, and specially from the 
production of capital goods to the production of consumption 
goods and vice versa. 


Dr. Rakowski’s booklet on “ full employment under fire ” is 
interesting as a Swiss reflection of the debate in Britain on full 
employment which may perhaps briefly be described as the 
Beveridge-Hayek Debate. In the Swiss discussion, Roepke 
plays the part of Hayek, and Jbhr and BOhler play the part of 
Beveridge (although with typical Swiss caution). The author of 
this booklet is a sturdy Swiss Liberal, deeply sceptical of the results 
of the Keynesian approach. Although he endeavours to take up 
an eclectic attitude in the Big Disputation, in fact, his final 
position seems little different from that of Hayek, except that it is 
somewhat less dramatically put. His end result is that the plan- 
ning required* by the Keynes-Beveridge approach could not be 
accommodated within the framework of a free-market economy, 
and that the “ controlled economy ” will in fact lead to the 
“ security of the barracks.” 

His main criticisms of the Keynesian theory of employment 
are three. First, that it excludes price-cost relationships by 
basing its analysis entirely on the behaviour of global quantities, 
such as saving, investment and the like, without considering 
whether perhaps those global quantities are themselves the results 
of price-cost relationships within the various sectors of economic 
life. Second, that Keynes begged a crucial question when he took 
it for granted that abstract reasoning can directly lead to prescripts 
for economic policy without concrete causal analysis. Third, 
that it fails to consider the general political and economic con- 
sequences of the planning measures suggested. 

This is a thoughtful little book which will repay reading. 
The economics is generally very sound. There seems, however, a 
serious slip on p. 13, where the condition of full employment seems, 
as stated, to require a value of investment which at factor cost 
corresponds to savings and depreciation in the other sector ; the 
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true equilibrium condition is where the expenditure from the 
incomes created by investment corresponds to savings from 
incomes generated in the consumption-cost sector. 

The book is typically Swiss in its fundamental liberalism; 
it is also startlingly old-fashioned even though dealing with a 
contemporary issue. For example, on p. 24 Alfred Marshall as 
well as W. Lexis are described as belonging to the “ youngest 
generation ” of Eco-Mathematiker , that is of econometricians. 

H. W. Singer 


Lake Success , 
New York . 


Freedom and Order. By Eduard Heimann. (New York : 

Charles Scribner's Sons, 1947. Pp. xiv -f 344. $3-00.) 

The most valuable advice a reviewer can give to a reader of 
this book is to read it to the end, and not to judge it by its early 
chapters. It opens in the style of political journalism — scrappy, 
incoherent, rather superficial, and clumsily written. It then 
passes through a phase of political theory — competent, readable, 
but not arrestingly original. It ends in social philosophy — earnest, 
closely reasoned, powerfully expressed, and often penetrating in 
its observations. It is, no doubt, this concluding section which 
prompted Dr. Reinhold Niebuhr to describe it as “ an able and 
helpful discussion of the basic problems which face us in our con- 
temporary civilisation." The loose structure and uneven quality 
of the book are explained in the Preface, in which Dr. Heimann 
tells us that he has made use of the substance of several articles 
dealing with a wide range of topics. This method of book- 
making is fraught with peril, especially when the articles were 
written under the sharp impact of current or recent events. The 
author is most stimulating when he makes a frontal attack on 
problems that are fundamental and ageless. 

The main theme is one of the oldest in human thought, the 
conflict between freedom and order in human society. In the 
Middle Ages, Dr. Heimann argues, the religious and the political 
realms were merged into an order without freedom . The Reforma- 
tion and the Renaissance both replaced religion as state, by the 
state without religion. But, whereas Luther, while confining 
religious freedom to the personal life, left the state unhampered in 
its creation of an authoritarian order without freedom, the Re- 
naissance belief in individual reason led to the liberal state, which 
degenerated into a system of liberty without order. Out of this 
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grew the totalitarian state of collective reason, in which liberty 
was seen as the future product of present order, a product which, 
however, remained — and still remains — obstinately in the future. 
Dr. Heimann rejects both the “ socialist ” explanation of Nazism 
as the final form of monopoly capitalism, and the “ capitalist ” 
explanation of it (as expounded by Hayek) as the logical fruit of 
German Socialism. But he rather unexpectedly regards the for- 
mer as nearer the truth. His own theory is that Fascism in all its 
forms represents “ the forcible reintegration of a disintegrated 
democratic society.” But surely the view that socialist controls 
are the first step on the Road to Serfdom is at least consistent 
with the view that those controls spring from a fear of freedom as 
a solvent of social order. 

Dr. Heimann’s main attack is not directed against totalitari- 
anism as such, because he regards it as the inevitable product of 
secular error — “ there is a real and terrible solidarity of guilt.” 
His chief antagonists are the rationalists (individual or collective), 
the libertarians and the Logical Positivists. Since “ man is 
definitely not good and reasonable ” (he is both good and bad), 
the freedom of the individual to be guided by untutored reason 
cannot harmonise liberty with order. The reconciliation must 
be sought in justice, which is an absolute. Justice “ is a dogma, 
a commandment presupposed in our thinking and acting; in 
religious terminology, it has been revealed to us.” 

And so wfe are led to religion as the only source of social 
coherence. The plea is forceful, but it suffers from the pessimism 
of its premises. The world is “ blurred and confused,” man is 
sinful, reason is an imperfect instrument, love is too high for us, 
and we must therefore be content with justice, which is lower than 
love. The failures of humanity are laid bare, its weaknesses 
exposed, until hope must either be abandoned or sought outside. 
Religion is reached, as it were, by a process of elimination. We 
are never told in what the solution of religion will consist. We 
are asked to believe that the accumulation of evidence to show 
that man is helpless without religion is an accumulation of evidenoe 
proving that he can be saved by religion, and by religion alone. 
The negative is powerfully reasoned ; the positive must be an act 
of faith. 

T. H. Marshall 

London School of Economics. 
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Cybernetics : Control and Communication in the Animal and the 

Machine. By Norbert Wiener. (New York, Wiley, 1948. 

Pp. 194. $3-00.) 

“ If the seventeenth and early eighteenth centuries are the 
age of clocks, and the later eighteenth and the nineteenth centuries 
constitute the age of steam-engines, the present time is the age of 
communication and control.” Cybernetics (from the Greek for 
the problems of steering) is the theory of control and communica- 
tion; while its primary applications are to the construction of 
servo-mechanisms and the study of the nervous system, the 
central concepts are highly suggestive for the social sciences. 
For this reason Dr. Wiener’s book, although it barely mentions 
economics, deserves to rank with von Neumann and Morgens tern’s 
Theory of Games and Noyes’s Economic Man as an important 
methodological contribution. 

Cybernetics, as a study organised around a problem rather than 
a specific discipline, has encountered all the obstacles to effective 
research inherent in extreme departmental specialisation of know- 
ledge. A long introduction traces the history of the development of 
communication between students of communication, the realisa- 
tion of the nature of the problem and the emergence of the main 
concepts and applications. This chapter is extremely interesting, 
both as an example of cybernetic problems in the sociology of 
knowledge, and as a convenient summary of the subject — all the 
more useful as the three chapters which contain the essence of the 
theory not only require mathematical competence beyond the 
capacity of most readers, including this reviewer, but show signs 
of sub-standard proof-reading (for example, the omission of two 
formulae on p. 77). 

Communication engineering differs from power engineering 
in that its interest is not economy of energy but accurate trans- 
mission of signals. The central concept of cybernetics is the 
message, “a discrete or continuous sequence of measurable events 
distributed in time ” ; it is a branch of statistical mechanics, 
because the message is a time series in which error is cumulative, 
and the transmission of a number of messages gives rise to a 
statistical distribution involving the problem of prediction. This 
has important philosophical implications (Chapter 1), since 
cybernetics employs a biological or Bergsonian concept of time in 
place of the Newtonian (reversible) time. 

Chapters II, III and IV outline the statistical theory of cyber- 
netics, and should be of considerable interest to statisticians. 
Chapter II deals with the relevant sections of ergodic theory 
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(groups and transformations). Chapter III develops the central 
cybernetic theory of the amount of information conveyed — 
central because it provides a standard for the optimal designing 
(in either a mathematical or an engineering sense) not only of 
systems for communicating information, but of operators for 
predicting the future of a given time-series, and of compensators 
for separating information from “ background noise.” Chapter 
IV deals with the theory of “ feedback.” Feedback is another 
method of compensating for errors in the transmission of messages^: 
“ when we desire a motion to follow a given pattern, the difference 
between this pattern and the actually performed motion is used as 
a new input to cause the part regulated to move in such a way 
as to bring its motion closer to that given by the pattern.” 
However, excessive feedback may give rise to oscillation. 

The latter part of Chapter IV discusses voluntary, postural 
and homeostatic feedback in the human organism. Recognition 
of the importance of voluntary (proprioceptive) feedback con- 
stitutes a great advance in neurophysiological theory, and directly 
explains the pathology of ataxia. The next three chapters con- 
tinue the biological application of cybernetics : there is a close 
analogy between the nervous system and the single run of a 
computing machine, not merely because the active-refractory 
operation of the neuron and the synaptic contacts parallel the 
series of binary choices employed in the most efficient computer, 
but because analogues of memory and learning can be built into 
the machine; the analogy suggests a fruitful non-materialist 
approach to the psychopathology of functional disorders of the 
brain. 

The final chapter is sociological. Dr. Wiener distinguishes 
between the information available to the individual and to 
society ; the latter, which determines the degree of social integra- 
tion, depends on the extent of intercommunication, and tends to 
vary inversely with the size of the community. Dr. Wiener 
bewails “ the extreme lack of efficient homeostatic processes ” in 
the modem community, which he attributes to the fact that “ the 
market is a game ” and to private ownership of communication 
media (Knight and Innis respectively have analysed these problems 
more dispassionately). However, Dr. Wiener is sceptical of the 
prospects of improvement by cybernetics, since in the social 
sciences the statistical runs are too short and the observer too 
closely coupled to his material. 

In view of the author’s own scepticism about the applicability 
of cybernetics to the social sciences, the reader may well wonder 



1949] 


KENDALL : RANK CORRELATION METHODS 


575 


what use it has for economics. Certainly Dr. Wiener’s argu- 
ments are strongly against the possibility of fruitful econometric 
application, though the statistical theory may nevertheless interest 
statisticians. The reviewer believes, however, that the notion of 
society as a communicating rather than an energy-conserving 
system, and the associated concepts of amount of information and 
feedback, are capable of throwing a great deal of light on a wide 
range of economic problems. 

A few examples must suffice for illustration. In value theory, 
a considerable part of the existing analysis of stability conditions, 
dynamics, lags and expectations is ultimately concerned with the 
efficiency of economic communication ; the cobweb theorem, un- 
stable equilibrium and trade cycles all involve excessive feedback. 
Central banking control also seems amenable to treatment as a 
communications problem, particularly as regards bank-rate policy : 
that 4 4 delicate and beautiful instrument ” owed its effectiveness as 
much to its signal effects as to its economic leverage, as is evident 
from the MacMillan Report. In economic history, the growth of 
economic organisation is in large part a function of the availability 
and communication of economic information — which recalls 
Adam Smith’s theory of evolution in terms of the extension of the 
market. Finally, the concept of entrepreneurship as a feedback 
process provides a convenient bridge between Usher's Gestalt 
interpretation of entrepreneurial psychology and Schumpeter’s 
theory of economic development. 

Harry G. Johnson 

Jesus College , 

Cambridge . 

Rank Correlation Methods . By Maurice G. Kendall. (London : 

Charles Griffin, 1948. Pp. vi + 160. 18s.) 

At a recent jubilee meeting of statisticians the sentiment 
which evoked the applause of the evening was “ the best things 
in life are not measurable by statistics ” and one is, no doubt, 
being old-fashioned in hoping that they will remain so, though it 
has lately been noted, with some trepidation, that UNESCO is 
about to identify the Hundred Best Books. The essence of 
statistics is measurement, and at first sight there is something 
paradoxical in there being a branch of the science of statistics 
designed for application to entities which cannot be measured. 
The paradox is resolved in the fact that the method of ranks 
assigns numbers, admittedly arbitrary, to states w r hich are 
essentially qualitative, for instance, the hierarchy “ good,” 



570 


THE ECONOMIC JOURNAL 


[DEC. 


“ fair,” “ poor ” in numbers 3, 2, 1. Prom its earliest origins 
statistical science recognised qualitative distinctions : the class 
divisions in frequency distributions are not necessarily measures. 
More often than not, the 2x2 frequency table designed to 
establish significant relationship, e.g., between treatments and 
results, is qualitative in character. 

In its field of application, and to a certain extent in its adepts, 
the statistical theory of ranks stands apart from the main body 
of statistical science. It is accordingly useful to have a mono- 
graph on the subject which the author shows lends itself to tidy 
treatment, and to which he has himself notably contributed. 

Two coefficients of rank correlation are discussed in this book, 
p, which is the familiar Spearman figure, and r. The Spearman 
coefficient is the ordinary coefficient in which in a sample of n 
pairs of observations the ordinal numbers 1,2 ... ,n are assigned 
as measures. For the compilation of t each of the n(n — l)/2 
pairs of entities are considered, each same order being given a 
score of -f- 1 and each diverse order a score of — 1. The coefficient 
r is the quotient of the sum of the scores divided by the maximum 
possible n(n — l)/2. The author briefly discusses the relative 
merits of the two coefficients, preferring r to p and, in conse- 
quence, devoting more attention to r. The reviewer ventures 
mildly to demur as to this preference, while agreeing that it is 
very useful to have a theory for r. It would be interesting to 
investigate the relative efficiency (or sensitivity) of the two coeffi- 
cients for determining real relationship between two characters 
in samples of given size. The reviewer’s guess — he may be quite 
wrong— -is that p is the more sensitive because it seems to take 
more account of the magnitude of the characters than does t; 
furthermore, as the author shows, Spearman’s coefficient in the 
large-sample normal case is a far better estimator of the popula- 
tion-correlation coefficient p' than is t the estimate of r. If this 
were so, it would outweigh the disadvantages mentioned by the 
author of slower approach to normality in frequency distribution 
and greater difficulty in dealing with the problem of ties. Mathe- 
matically, p seems, in general, easier to deal with than r ; it gives 
a clearer concept of partial correlation and in general makes it 
possible to apply ordinary theory (multiple regression, analysis of 
variance, etc.) to problems of rank simply by regarding rank as an 
actual measure. The moments of p can be so readily computed 
that a close approximation of the actual frequency should be 
determinable for all sample sizes ; as the author states, the exact 
probabilities for the oase of no relationship are known exactly 
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for n < 8, and can be approximated by a Pearson Type VII 
distribution for n > 8. 

In using the normal approximation for testing significance, 
the author indicates that, as a correction for continuity, unity 
should be added (for negative scores) or deducted (for positive 
scores) before dividing by the exact standard deviation. As a 
theoretical point of little practical importance unless the samples 
are very small, it may be observed that the Sheppard corrections 
should be applied to the “ raw ” variance, i.e., \ should be deducted 
from the original variance in the case of r. 

The author discusses not only the significant departure from 
true zero values of the coefficient r but also the possible deviations 
in random samples of given size when the universal value is not 
zero. The reviewer found it difficult to envisage applications in 
which this problem has practical importance. It seems to endow 
r with an objective validity which it does not possess. The 
analogous problem of the classical correlation coefficient has the 
practical justification that approximate ascertainment of the true 
(or universal) coefficient is a means towards the end of determining 
the joint frequency distribution. 

Is it correct to state (p. 109) that there is no parent value of the 
Spearman correlation p ? Surely the procedure outlined on page 
49 for estimating the value of r from a sample of n from a parent 
population of N could equally be used to derive an estimate of p, 
and hence to define a population value of p. 

In clarity of treatment, in nice balance between mathematics 
and application, in accuracy, the present work reaches Mr. 
Kendairs high standard of text-book writing. 

R. C. Geary 

Dublin. 

The American Democracy : A Commentary and an Interpretation . 

By Harold J. Laski. (London : Allen and Unwin, 1949. 

Pp.x + 785. 2 5s.) 

A full-dress book by Professor Laski on American Demo- 
cracy is an event. There are few indeed in this country who can 
approach him in the extent of his knowledge of American affairs, 
and serious students cannot fail to benefit from the experience of 
reading these seven hundred pages of sustained writing on most 
aspects of American life. In an age of specialisms it was almost 
too much to hope that any professional writer would have the 
courage to present, even out of the fullness of a lifetime’s study a 
complete picture of American study. Not since Bryce has an 
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Englishman attempted anything on this scale* Yet this is a 
function which foreigners have traditionally performed for 
Americans, who, understandably, have never developed a critical 
tradition which has enabled them to write about themselves. 
At a time when American technique has come to dominate in 
scholarship almost as much as in engineering we must be thankful 
that a foreigner like Professor Laski can still perform so central a 
function on the home ground. 

It goes without saying that such an ambitious treatment 
must be uneven in quality, however erudite and panoramic the 
author’s mind. It is therefore a tribute to Professor Laski that 
his commentary while attaining points of immense subtlety and 
penetration never falls below the level of great competence. 
In his own chosen field of politics he demonstrates his accustomed 
mastery ; yet he has rightly chosen to limit severely the amount 
of space allotted to this not only because so much has been written 
elsewhere but also because the old-fashioned political approach 
to “ the American problem ” has ceased to yield results and needs 
urgently to be supplemented by that of sociology. The chapters 
on American culture, minority problems, the professions and 
Press, radio and cinema, for example, provide a much needed 
corrective to the classical political commentary. This being so 
one must not grumble if much of the comment on these more 
speculative topics is less original than one might have hoped, and 
is already the common coin of those who have studied and lived 
in America. In so far as the book is intended for the uninformed 
reader this is no criticism ; but the general level of erudition makes 
exacting assumptions about the reader’s knowledge, and one is 
left in some doubt as to the exact audience the author had in 
mind. The writing is versatile and flexible, and the complexities 
of American experience are handled with consummate skill; on 
the other hand, the style is often too allusive, and too often the 
argument is inferred, not stated. Finally, one cannot help 
regretting that the magnitude of the task, which from internal 
evidence appears to have demanded extensive use of dictation, 
has caused a deterioration in Professor Laski’s normally effective 
prose. 

If the argument is often too encrusted with illustrative matter 
to be immediately explicit, its general lines are not far to seek. 
What Professor Laski appears to be saying is first, that in America 
the ideal of equality for a time took its most advanced practical 
shape; second, that this ideal became identified with a parti- 
cular form of society, i.e,, capitalist democracy, which by its very 



1949 ] 


LASKi: THE AMERICAN DEMOCRACY 


579 


nature makes the continued evolution of that ideal increasingly 
difficult ; third, that therefore American democracy, having sur- 
mounted the crisis which gave it birth and the crisis over slavery 
now faces a third crisis. Only a radical change in the character 
of the state will make possible once again a condition of genuine 
equality (and therefore the free society) and will ensure that the 
“ American principle of civilization ” is not out of step with, and 
therefore a menace to, the world as a whole. That change is the 
introduction of the socialist State through the instrument of the 
Labour movement acting as a political party. 

The argument is never stated so baldly. Indeed, Professor 
Laski is too sophisticated a student of America not to be aware of 
the many qualifications to be inserted before it might become 
tenable. Yet one cannot help feeling that some such thesis under- 
lies the entire 700 pages of description and analysis. It would be 
difficult to deny that there is much in this as a working hypothesis. 
This has, indeed, led the author to many insights, particularly in 
reducing to more probable proportions against a broader American 
background the phenomenon of industrial capitalism between the 
Civil War and the Great Depression. It is well to be reminded, as 
American historians are also reminding us, that laissez-faire is 
not synonymous with “ the American way.” But when it comes 
to the forefront of the picture Professor Laski’s own perspective 
appears to be as faulty as that of, say, Andrew Carnegie. It is 
almost as mistaken to identify the American society of to-day 
with the industrial capitalism of Henry Ford or of the Haymarket 
riot as it was a century ago to identify it with the institution of 
slavery. Professor Laski appears over-eager to believe that the 
Republic, like the ancien regime, is incapable of reform. He 
tends to minimise the success of the American reforming tradition 
which has consistently returned to the charge and which provided 
a solid basis for action between 1933 and 1939. At the same time 
he overdraws his picture of capitalism, harping back as he does to 
ogres like those of Wall Street who figure in an antediluvian, or at 
any rate pre-1929, folk-lore. His impatience for an evolution on 
the European pattern leads him to neglect the special problems of 
American statesmanship which derive from the essentially con- 
tinental and federal nature of the State. Whatever the solution 
of America’s internal problems, one can be certain that it will be an 
indigenous solution based upon an innate understanding of 
America’s characteristic needs. To be impatient with American 
progress in this respect is natural for a European who depends so 
much on it, and for a socialist to whom the American worker 
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appears so bashful in his “ historic role.” But it is suprising in 
one so learned in the American tradition as the author of The 
American Democracy. 

Frank Thistlethwaite 

St. John's College, 

Cambridge. 

The Concentration of Economic Power. By David Lynch. 
(New York : Columbia University Press (London : Geoffrey 
Cumberlege), 1946. Pp. 394. 30s.) 

Mr. Lynch provides a guide book to the documents of the 
Temporary National Economic Committee which will aid many 
whose heart has quailed at that groaning shelf of volumes. He 
describes the atmosphere in which T.N.E.C. was set up, gives 
thumbnail sketches of its personnel and an outline of the hearings. 
He then analyses the reports both by subjects and by industries. 
All this provides a useful index to the documents. But his book 
is not merely that. It makes also a shrewd and lively commentary . 

The total effect is somewhat depressing. It has long been a 
catch phrase in this country that merely letting in the light on 
monopoly would do a great deal of good. But in the U.S.A. 
there has been plenty of light. As Mr. Lynch points out, T.N.E.C. 
found very little that was new. Some fresh examples were un- 
earthed, but all the categories of monopoly practice, from cunning 
legal evasion' of the law to outright corruption and violence were 
already well known. The effect of publicity seems rather to induce 
a mood of dreary cynicism than an urge to reform. 

The law has not merely failed, very largely, to defend con- 
sumers from exploitation by producers. It often actively assists 
exploitation. Most States now have “ fair trade ” laws which 
impose resale-price maintenance on all retailers in the State as 
soon as any one has signed an agreement with a manufacturer to 
retail his commodity at a given price. Not only States, but also 
the Federal Government, tax margarine to defend butter from a 
cheap substitute. Even laws which were genuinely designed to 
defend consumer interests — for instance, the compulsory pasteuri- 
sation of milk — are turned into a vehicle for monopoly. Con- 
sumer information services, purporting to give impartial advice to 
buyers, turn out to be advertising agencies in disguise. (Adver- 
tising was a topic which T.N.E.C. resolutely refused to discuss.) 

The plentiful revelation of scandals was followed by vague and 
feeble recommendations for remedies. Mr. Lynch accounts for 
the atmosphere of frustration which this great inquiry produces 
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by its saturation in mythology. “ The fetish is competition. It 
is a sort of emotional, cult-like, uncritical acceptance and repeti- 
tion of the notion that competition is characteristic, feasible and 
desirable ” (p. 92). Even great monopolists, such as the repre- 
sentatives of the steel industry, are never tired of a ffirming their 
faith in competition. 

The whole issue of unemployment was side-tracked by attri- 
buting it to lack of competition, and Professor Hansen’s views 
were dismissed as “ un-American ” (p. 348). 

It was this attitude of mind which, in Mr. Lynch’s view, 
prevented T.N.E.C. from facing the realities of a modern industrial 
system. “The question whether concentration is inevitable, 
beneficial and desirable from the standpoint of productive 
efficiency and the use of modern technology went quite unex- 
plored ” (p. 360). The discussion of economies of large-scale 
production was extremely sketchy, and even as a factual survey of 
the extent of concentration the report was disappointing. To 
suggest that a profit-seeking economy, by its very nature, pro- 
motes combination in the search for profit was blasphemy against 
the myth. In a dissent even from the mild recommendations of 
the Final Report, Representative Summers wrote “ we seem to 
have forgotten that there is a living God whose laws control every- 
where, guiding, directing and compelling human beings to be 
governed by them in their economic and political government, 
as distinguished from being governed by the theories of men.” 
(Quoted, p. 352.) But if T.N.E.C. thought like ostriches, they 
worked like beavers, and their massive documents will long remain 
a rich quarry of material for research, and Mr. Lynch’s book a 
handy guide to it. 

Joan Robinson 

Cambridge. 

Collective Bargaining : Principles and Cases. By J ohn T. Dunlop. 

(Chicago : Richard D. Irwin, Inc., 1949. Pp. xvi + 433. 

$5.00.) 

This book is one of a number of recent American publications 
which illustrate the subject of collective bargaining by the method 
of case study. The first part of the book surveys the issues and 
the procedure adopted in the conduct of collective bargaining. 
The second part contains a collection of seventy cases in which the 
issue in dispute and the contentions of the parties, but usually 
not the decision arrived at, are stated. 

The cases, although illustrating the diversity of issues involved 
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and indeed the astonishing variety of matters on which manage- 
ment and organised labour appear to be able to disagree, are 
illustrative not so much of collective bargaining as of its failure. 
They appear, although the point is not entirely clear, all to be 
cases where the ordinary procedure of collective bargaining has 
failed to settle disputes and resort has had to be had to arbitration 
in one form or another. While, therefore, they illustrate the 
subject-matter of collective bargaining, they do not throw much 
light on the equally important topic of its procedure and methods, 
except so far as arbitration itself can be said to be part of the 
collective-bargaining process. They are, moreover, mostly cases 
of failure to agree over the interpretation of the provisions of 
existing agreements. The method of case study would no doubt 
be difficult to apply to the complicated issues involved in settling 
a new wages agreement. Nevertheless, as the author himself 
points out, it is the legislative function of collective bargaining 
in creating new agreements rather than the administrative and 
judicial function of interpreting existing agreements which, 
judged from the standpoint of resulting work stoppages, requires 
greatest public attention. 

It is a common belief — and it would appear, at least in the 
U.S.A., to be one which is applied in practice — that the judicial 
function of interpreting existing agreements is more suitably 
entrusted to an arbitrator than is the legislative function of for- 
mulating neV agreements. Nevertheless, as the author himself 
says, there are no “ right ” answers to many of the problems 
presented, even in the cases which involve merely interpretation, 
and that is perhaps why he has not, except in a few cases, quoted 
the decision which was, in fact, given. So far as one can judge 
from the arguments advanced by the parties in the cases cited, 
the practice of submitting questions of interpretation to the 
judicial process of arbitration tends to encourage a narrow legal- 
istic approach to the whole course of collective bargaining. 

We may well conclude that interpretation of collective agree- 
ments; in cases where there is genuine and strongly held difference 
of opinion, is no more and no less suitable for arbitration than is 
the process of formulating the collective agreement itself. So far as 
the promotion of harmonious industrial relations is concerned, the 
method is almost always more important than the matter of the 
settlement, and agreement is almost always preferable to arbitra- 
tion. One obstacle to agreement between the parties which may 
account for the frequency with which resort has to be had in the 
U.S.A. to arbitration on questions of interpretation is the fact 
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that the party on the employer’s side to a collective agreement 
is usually an individual company and not, as in this country, 
an employers’ association. When, therefore, any question of 
interpretation arises, it has to be discussed by the trade union, 
not with a representative of all the employers in the industry, but 
with the individual directly involved in the case. Not only his 
direct financial interests but also his prestige may be involved in 
maintaining to the end a point of view which he has adopted in the 
earliest stages of the dispute, even though it is based on a narrow 
legalistic interpretation of a dubious text. 

Whether the basis of collective bargaining is to be consent 
or compulsion is the fundamental problem of industrial relations 
in the U.S.A. The author points out that, judged by the experi- 
ence of Western European countries, collective bargaining in the 
U.S.A. is young and that American employers have been as difficult 
to organise effectively for collective bargaining as were the workers 
for many years. He suggests that the future will see the formation 
of employers’ associations and the extension of multiple-firm 
collective bargaining. Whether such developments would en- 
able the U.S.A. to rid itself of the complications and discords 
involved in its legislative attempts over the past two decades to 
enforce the duty of collective bargaining is a matter which the 
author does not discuss. He does, however, point out that the 
existing legislation was shaped hardly at all by^ the labour and 
management representatives most familiar with the working of 
the system of collective bargaining. He suggests that even more 
important than the provisions of the law on the subject is that 
the law itself should represent a measure of agreement between 
management and labour. 

Perhaps, however, when the day comes that American 
management and labour are able to agree on the text of a Labour- 
Management Relations Act, legislation will no longer be necessary 
to impose the duty of collective bargaining. 

H. S. Kirkaldy 

Queens' College , 

Cambridge . 

Greater Productivity through Labour -Management Cooperation . By 
Ernest Dale. (New York : American Management Associa- 
tion, 1949. Pp. 197. $5.00.) 

“ Co-operation ” and even “ productivity ” have become 
words suspect of covering well-intentioned but largely subjective 
pep-talk. Mr. Ernest Dale’s research report restores to these 
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words a welcome objectivity. He does not include under co- 
operation every relation between management and labour that 
may possibly make for increased productivity, and he takes in- 
centive plans and trained and more intelligent foremanship as 
alternative, though often complementary, policies. Nor does he 
hesitate to report (for example, pp. 57, 81, 83, 100) reasons for 
preferring such alternative, authoritarian, methods in certain 
cases. The relations included under co-operation are (marginally) 
suggestions from single workers, and trade-union advice; and 
(mainly) the working of formal joint bodies in which both labour 
and management are represented. 

Mr. Dale’s conclusions are largely based on the answers to a 
questionnaire addressed to almost a thousand manufacturing 
companies believed to have some types of labour-management 
co-operation. 263 companies filled in the questionnaire, though 
apparently (p. 127) only about 200 even of these reported engaging 
in co-operation of some kind. The purposes for which co-opera- 
tion was used most frequently were (in that order) accident pre- 
vention, elimination of waste and defective work, further labour 
understanding of policies, regulating attendance, insurance of 
workers, quality of control, job evaluation, control of physical 
working conditions, and regulation of lateness. All of these pur- 
poses were mentioned at least a hundred times in the answers, but 
as the author frankly admits (p. 23-4) the areas of co-operation are 
chiefly those in which “ the possibility of conflict is small.” Wages 
and hours of work are noticeable by their absence, though, while 
mentioned relatively infrequently, incentive systems and setting 
output standards are by no means barred from co-operative action. 

Formal labour-management co-operation schemes limited in 
number and in purpose are also, Mr. Dale finds, limited in function- 
ing by the requests both (curiously enough) of the management 
and the trade union. Each party insists that the other shall be 
“ mature ” and wishes to limit co-operation to information, advice 
or occasionally “ constructive co-operation,” and to exclude actual 
joint determination. The management feel they must have the 
final “ say,” and usually (p. 169) joint responsibility is too much 
of a burden for union representatives. They may ask for it, but 
actually be unwilling to take it because it may associate them 
with failure, or in the case of success, mark them as “ collabora- 
tors.” 

Within these limits to the extent, purpose and activities of 
labour co-operation certain successes have been soored, which Mr. 
Dale recounts in Part II of his report, under job-evaluation, work 
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measurement, and “ meeting ” and “ improving ” standards of 
output. Co-operation helped to meet standards, for instance, by 
promoting greater understanding of policies among the workers 
and by reducing absenteeism. It improved standards by stimu- 
lating suggestions from workers. The annual suggestions on the 
Central Illinois Railroad were doubled, and the percentage of those 
adopted nearly doubled again, after a labour-management com- 
mittee took over from pure management. But perhaps the most 
fundamental gain to productivity was in job-evaluation. Job- 
evaluation works out a “ fair ” wage structure such that each job 
is paid a rate differentiated to compensate for the different skill 
and effort involved. Though apparently new to the business 
world, evaluation is based on ideas far from new to economists. 
It is, in fact, a method of taking into account Alfred Marshall’s 
“ net advantages ” and Adam Smith’s “ circumstances which make 
up for a small pecuniary gain in some employments and counter- 
balance a great one in others.” Instead of following traditional 
and often obsolete distinctions between skilled and unskilled 
work, job-evaluation starts anew from such first principles as the 
job’s agreeableness or dis-agreeableness, or the difficulty of learning 
it, and rates its wage accordingly. Experience such as that of 
the U.S. Steel Corporation (pp. 34-7) proves the value of the 
workers’ co-operation. Indeed, equitable wage differentiation 
(however fatal to mobility) is an area where trade-union and 
employer ideology is identical, and the reduction of strikes about 
wages from 219 to 10 per year (p. 36), as the Corporation under- 
took co-operatively the “ wage inequity elimination,” is very 
significant. 

Mr. Dale carefully weighs in his Part III various factors, 
such as personalities and the method of sharing gain, which must 
be considered before introducing co-operation, and in Part IV 
he gives careful advice on the detailed organisation of its intro- 
duction. He does not allow enthusiasm or practical precept to 
run away with him, however. He holds firm to the principle 
that pace Lord Beveridge (p. 165) £t labour does not usually resist 
the temptation to exploit its bargaining strength ” based on full 
employment, and that (p. 174) “ formal cooperative plans should 
be started in the areas of greatest common interest.” The Ameri- 
can industrial climate does not appear in this report to be very 
different from the British, and the experience gathered by Mr. 
Dale of intimate local joint control should help in judging its 
results here on industrial peace and efficiency. These results may 
well prove more concrete than those of the remote joint control at 
No, 236— VOL. lix. R R 



586 THE ECONOMIC JOURNAL [DEO. 

the top-level directing board advocated by guild socialism in the 
past, and by some trade-union leaders to-day. ‘ ‘ Common interest 5 * 
between labour and management will certainly be more difficult 
to find at the top where consumers, industrial and export markets 
must be thought of, and large-scale re-organisation and re-equip- 
ment, rather than the details of events with which labour spends 
his working life. 

Mr. Dale’s report is such a valuable reference book for and 
against a variety of policies advocated here and now, that one 
must regret the absence of an index. There is, however, a useful 
classified bibliography. 

P. Sargant Florence 

University of Birmingham. 

An Economic Geography of Great Britain. By Wilfred Smith. 

(London : Methuen & Co., 1949. Pp. xv + 747. 32 s. 6d.) 

“ Integration ” may be considered the educational world’s 
slogan of the year, and economic geography, to judge from Mr. 
Wilfred Smith’s work, is certainly an integrating discipline. If 
economists want to be in the sw'im and in their thought and teach- 
ing take into account geology, technology and industrial history, 
not to mention some statistical techniques, here is their text- 
book. Unlike so many students of geography, Mr. Smith writes 
well, does not swamp his reader in too detailed description, and 
follows a clear plan. Three chapters forming Part I give an 
historical summary, while the bulk of chapters in Part II take up 
the main branches of industry, including agriculture, mining and 
transport. A chapter on Foreign Trade and the British Economy 
is last, but, to the eye of an economist, certainly not least. 

Clearly the author of such a comprehensive work must be a 
man with wide knowledge and power to distil it. Mr. Smith has 
already proved himself as an agricultural historian and statistician 
of his own Lancashire, and as an expert in industrial location on 
Merseyside ; he is now shown to have read widely in the integrated 
topics, including location economics and industrial physiology 
(e.g., for humidity) and to be able to seize upon significant indices. 

Here, however, one criticism must be made. The indices he 
refers to so frequently, such as the tests of an industry’s heaviness 
or immobility as factors in its location, or degree of localisation, 
are not comprehensively applied. We are given no list of in- 
dustries with their indices to serve as a frame of reference. Baking, 
for instance (p. 559), is said to be a relatively mobile industry on 
all tests — weight of materials, value of product per ton and cost 
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of materials as percentage of gross output. Applying these tests 
to a large number of industries I have found bread-baking a 
slightly heavier than average industry. Out of fifty-five indus- 
tries, ranked lightest first, it comes thirty-second in point of weight 
of materials per operative, twenty-seventh in point of cost of 
materials, forty-eighth in point of weight per given value of pro- 
duct. In spite of fragmentary, isolated, references we must be 
grateful to Mr. Smith for the use of statistically measurable tests 
at all. Let us hope that geographers and economists will soon get 
together to discuss the extension and the significance of such tests. 
My own view is that weight of material per operative, and weight 
and high cost of carriage per value of product is significant for 
mobility and location, but percentage of production cost spent on 
materials, so fatally easy to obtain from the Census of Production, 
is not. Mr. Smith shows (p. 399) that the percentage of total 
cost spent on materials for the motor industry rose considerably 
from 1924 to 1935, and he attributes this to greater mass produc- 
tion with its lower labour costs. But it might just as well be due 
to disintegration. When earlier processes are dropped, the material 
that is bought from outside is more highly processed and thus 
more costly. As Mr. Smith admits for some industries, for 
example motors (p. 400), but not for the majority, high percentage 
cost of materials does not necessarily imply that materials deter- 
mine location. Among industries with the highest cost of materials 
are retailing and cotton spinning and weaving, but the former is 
dispersed, the latter localised away from materials. 

Mr. Smith breaks new ground in comparing (p. 380) the num- 
ber of workers in county boroughs with that in other areas, as a 
measure of the rural dispersion of industries ; and he also shows 
enterprise in giving regional distributions of workers in the past, 
which enable us to summarise the historical trend towards or away 
from localisation. Clothing and shoemaking were clearly becoming 
more localised between 1850 and 1931. Based on Mi*. Smith's 
distribution (pp. 503, 528) my coefficient of localisation rises for 
shoes (makers and repairers) from 0-05 to 0*37 ; for tailors from 
0«06 to 0*20. In agricultural marketing, too, economists are given 
valuable though, again, isolated data. We are told (p. 234) that 
“ within the range of (milk) collection for the London market . . . 
the greater part of Somerset in 1927 lay beyond the (normal) 
limit of collection.” Could not Mr. Smith have given a map of 
the whole of the London “ milk-shed," as Americans have done 
for New York and most of their large towns ? 

Providing useful summaries of the facts and the trend in facts, 
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Mr. Smith attempts to interpret them in a language that econo- 
mists can understand. He looks to costs of production, costs of 
transport, costs of storage, factor costs. An admirable index will 
help economists to follow up his interpretation of the geography 
of a wealth of industries, far beyond the small sample a reviewer 
can quote. 

P. Sargant Florence 

University of Birmingham. 

Unemployment Insurance in Great Britain — 1911-1948. By Sir 
Frank Tillyard. (Leigh-on-Sea : The Thames Bank 
Publishing Company, 1949. Pp. ix + 233. 21s.) 

The unification of the social services under the legislation of 
1946 which came into operation in July 1948 and the high level 
of employment which still prevails have tended to obscure some of 
the special problems of unemployment insurance which figured so 
prominently in the inter-war years and which may again prove 
of pressing importance. This book has a special value in recalling 
the strains imposed on such a system by heavy and long-continued 
unemployment. It weaves its way with commendable clarity 
through the confusing mass of legislation which marked the con- 
flicting attempts to preserve the solvency of a contributory in- 
surance fund and to pay benefit without test of means to persons 
unemployed for lengthy periods. 

These problems were in some measure solved, even before the 
1946 Act, by making Extended Benefit a charge on the Exchequer 
alone and by setting up the Unemployment Assistance Board, 
but much of the experience of the years before 1939 will still be 
relevant, perhaps as affording examples of what to avoid rather 
than what to emulate, if unemployment on any considerable scale 
should again emerge. A book such as this makes it easier to 
understand, for example, how the “ genuinely seeking work ” rule, 
introduced for a special and limited purpose at a time when there 
was work to seek, came to be applied generally as a substitute for 
relaxed contribution conditions and came near to making a mock- 
ery of the system at a time when employment was not available, 
however genuinely sought. It is easy to conclude from the histoxy 
of this single rule that, if unemployment benefit cannot be or is not 
to be paid continuously and as of right whatever the duration of 
unemployment, its limitation is far better regulated by objective 
and automatic rules such as contribution conditions than by 
subjective and discretionary verbal tests. 

A scheme, which in its origin in 1911 oovered 2J million 
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workers and provided benefit of 7s. per week without supple- 
mentation for dependants, may seem to have been transformed 
out of all recognition when applied, as it now is, to some 20 million 
workers and providing benefit (for a man with a dependent wife 
and child) of 49 s. 6 d. per week. Nevertheless, as the author 
reminds us, despite all changes in scope and scale, there has been 
remarkable continuity in regard to many of the principles of the 
scheme and its administration. The tripartite source of finance, 
the system of not varying contributions or benefits in accordance 
with wages categories, many of the conditions and disqualifications 
for benefit, and much of the administrative and adjudicatory 
machinery which characterise the scheme to-day are directly 
derived from the 1911 Act. 

The present book is essentially a legislative history of unem- 
ployment insurance. It does not attempt to deal in any detail 
with the social or economic consequences or the political back- 
ground of the system. Its main value lies in showing exactly 
what happened in the field of legislation and administration rather 
than why. The author tells us that the book was written in 1941 
and originally intended to be published at the end of the War. 
It was, however, delayed, first by publishing difficulties, and then 
to enable the author, with the aid of a collaborator, to incorporate 
chapters on the Beveridge Report and on the unemployment- 
insurance provisions of the new r national insurance scheme. The 
book bears certain marks of its history, and it is questionable 
whether it would not have been preferable to adhere, despite 
delay, to the original intention and to have omitted any attempt 
to deal with the Beveridge Report and subsequent developments. 
The chapter on the Beveridge Report consists almost entirely of 
quotations from the Report itself, and the treatment of subse- 
quent developments is exceedingly condensed. It is difficult, 
moreover, to see any good reason why ten pages should have been 
devoted to a tabular statement showing where in the Unemploy- 
ment Insurance Act of 1935 can be found the corresponding 
provisions of earlier Unemployment Insurance Acts unless one 
assumes that the author had prepared the statement in 1941 and 
felt it a pity to waste the labour of so doing even though the 1935 
Act is now no longer operative. 


Queens 9 College , 
Cambridge . 


H. S. Kirkaldy 
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The Rural Market : A compilation of facts relative to the agricultural 
industry , rural standards of living and purchasing habits • 
Edited by J. W. Hobson and H. Henry, in collaboration 
with G. Browne. (London : Hulton Press, 1948. Pp. 132. 
215 .) 

This book does not altogether live up to its sub-title. The 
intention of surveying rural standards of living appears to have 
been dropped from the programme after the title-page was set up, 
and the book as it stands falls into two parts. One of these con- 
sists of the results of sample inquiries into the reading of news- 
papers and the purchasing of certain types of commodity by the 
rural population ; and the other consists of “ a simple outline of 
the British agricultural industry,” offered “ as a help to the towns- 
man, and the businessman in seeing the facts and figures against 
their proper background.” 

This “ simple outline ” consists of a number of tables extracted, 
for the most part, from the Monthly Digest of Statistics , the 
Agricultural Statistics and the National Farm Survey . The 
principle of selection is not entirely clear, as the commentary is 
very superficial. The information contained in the county live- 
stock and crop-acreage tables could have been much more satis- 
factorily presented in a series of maps. Mr. Hulton, realising no 
doubt that as a “ compilation of facts about the agricultural 
industry ” this part of the book is pretty weak, hastens to repudi- 
ate any claim to “ completeness ” for it, contenting himself with 
the assertion that the book is “ the best collection of facts about 
the agricultural and rural community markets to be found in one 
place at this present time.” If this is true, it is astonishing. 
The academic economist finds it difficult to understand why an 
agency like the Hulton Press has been content to produce a sketchy 
miscellany of readily available data rather than a systematic 
study of the purchasing-power of the rural community. At one 
point, it is true, a diffident attempt is made, by applying the results 
of the N.F.U. Farm Accounts Scheme to the official estimate of 
the gross value of agricultural output in 1945-46, to arrive at 
estimates of the wage-bill, total rent payments and similar 
aggregates for the industry in that year. The estimated wage-bill 
is of the same order as that given for 1947 in the 1948 National 
Income White Paper. “ Repairs,” it is stated, “ run into many 
more millions.” I cannot see how these aggregates can be of 
much help to anyone trying to sell anything, nor do they lead to a 
genuine statement of the “ Social accounts of British Agriculture.” 
What matters from the point of view of the salesman is, surely, 
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how many people have incomes in given ranges in given areas ? 
The estimates of “ annual requirements at saturation of machinery 
and implements in Great Britain, 1945 ” given at p. 45 seem to 
rest on assumptions as to agricultural policy and organisation of a 
somewhat far-reaching and speculative kind. 

The remainder of the book contains tables relating to the 
purchase of expendable stores and materials by farmers, and the 
purchase of newspapers and certain consumers’ goods by the 
rural population. This part of the book contains much interesting 
information. The extent to which the markets in fertilisers and 
other materials appear to be dominated by a few firms is striking. 

Assessment of the precise statistical significance of the results 
obtained by the sampling methods used in the inquiry is not easy. 
It seems certain, however, that the results of these inquiries repre- 
sent an important addition to the existing, generally qualitative, 
information on the consuming habits, and by implication, on some 
of the habits of life, of the rural population. It is difficult to 
summarise the information given in this section of the book. The 
activities surveyed include newspaper-reading, smoking, drinking 
and the use of various cosmetics, as well as other matters of equal 
sociological interest. 

E. J. Buckatzsch 

Cambridge . 

Farm Accounts . By F. Sewell Bkay and C. V. Dawe. (Oxford 
University Press (Incorporated Accountants Research Com- 
mittee), 1948. Pp. ix + 149. 15s.) 

Fakmers have for long been notorious for their reluctance to 
keep accounts. For this reason, the agricultural economist who 
wishes to carry out a survey has been accustomed to collect his 
data direct from the farm — indeed, he has often found it necessary 
to teach the farmer book-keeping and prepare the accounts him- 
self. Since 1939, however, more and more farmers have been 
brought within the scope of Schedule D, and professional account- 
ants are now employed by farmers to a much greater extent than 
formerly. It is of interest, therefore, to review a book produced 
jointly by an agricultural economist, Mr. Dawe, and an accountant, 
Mr. Sewell Bray. 

The book is divided into four chapters, of which the first three 
appear to have been contributed largely by Mr. Dawe. He has 
had long experience in the application of accounting to farming, 
and the first chapter describes the system used at Bristol Uni- 
versity, To the agricultural economist, however, accounts are 
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not an end in themselves. His purpose is twofold : first, to study 
the economics of agriculture as an industry, and secondly, to use 
these data to measure the efficiency of the individual farmer. It is 
to the second of these aspects — the measurement of individual 
efficiency — that most attention has been given. For this purpose, 
the authors advocate (in the second chapter) the use of cost 
accounting. This is a subject to which much attention was given 
in the 1920s, and at that time it was the chief technique employed. 
It was found, however, that full cost accounting suffered from 
certain limitations when appliedT^^Iculture. Unlike a factory, 
where each department may have its own staff and buildings, 
farming is a highly integrated process, and the allocation of costs 
presents many difficulties. Moreover, it imposes a considerable 
burden of clerical work on the farmer, and tends to be unpopular. 
For this reason, other techniques have been perfected — the survey 
method, the enterprise cost, the use of various input-output 
ratios and the like — which reduce the amount of recording 
necessary and, of even more importance, allow the economist to 
draw his sample from a wider field. Nevertheless, the authors 
have succeeded in reducing cost accounting to the simplest terms 
consistent with accuracy. This book may, therefore, help to 
revive interest in a technique which has been relatively neglected 
in recent years. 

The third chapter, “ The Agricultural Economist and The 
Farmer,” starts with a brief historical sketch and then passes on 
to the interpretation of results to the farmer. This section is of 
considerable interest, but might have been still further improved 
by the inclusion of more examples. 

The final chapter is entitled “ The Professional Accountant 
and The Farmer.” In it the suggestion is made that the farm 
profit-and-loss account should be presented in the same form as in 
company accounts, where, after determining t foe “ operational ” 
profit , adjustments are made for reserve funds and the like, to 
determine the sum that can prudently be distributed to share- 
holders. In a company these are matters of vital importance, for 
the payment of dividends is a one-way transaction. But on the 
farm this is seldom the case. The number of farming companies 
in this country is negligible, and it is surely undesirable to introduce 
refinements suitable to a company unless vitally necessary. * 
Indeed, a farmer reading Chapter IV, and its expansion in 
Appendix III, will be perplexed by the formidable list of adjust- 
ments suggested. Yet in essence they amount to little more than 
this : “If your accounts show a profit, make some provision for 
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income tax and other contingencies (such as a rise in the cost of 
replacing equipment) before spending it.” This is excellent 
advice, but it could with advantage have been expressed more 
simply. 

The latter part of the chapter deals with an alternative method 
of valuing livestock (the so-called “ herd basis ”) recently intro- 
duced for taxation purposes. This is only one of the many 
problems in accountancy facing the farmer, and the space given 
to it is disproportionately large. In the first place, a lucid 
explanation of this subject is given in a pamphlet issued free of 
charge by the Inland Revenue authorities. In the second place, 
existing farmers had already made an irrevocable choice on this 
matter before this book was published. Even new farmers who 
still have this decision to make will find little in this book to 
explain the implications of their choice on tax liability — and that, 
after all, is the only point of interest to them. 

These flaws, however, are mainly confined to one chapter of 
this book, and it would be unfair to overemphasise them or to 
end on a note of criticism. Agricultural economists, accountants 
and many of the larger farmers will undoubtedly welcome a fresh 
restatement of the case for cost accounting — the first to appear for 
over twenty years. 

Ford G. Sturrock 

Cambridge. 

The Measurement of Colonial National Incomes : An Experiment. 
By Phyllis Deane. (Cambridge University Press (National 
Institute of Economic and Social Research, Occasional 
Paper No. XII), 1948. Pp. x + 173. 12s. Gd.) 

This book is “an interim report ” on what is described by 
Mr. Austin Robinson in his valuable Foreword as an attempt “ to 
discover by experiment the possibilities and limitations of the 
techniques in which we were interested.” The techniques in 
which he and his colleagues, Mr. Meade and Mr. Stone, were 
interested when they approached the National Institute of Econ- 
omic and Social Research to find a suitable research worker “ who 
might attempt the task of measuring certain colonial incomes ” 
were the now world-famous techniques which Mr. Meade and Mr. 
Stone themselves had devised for measuring the national income 
and its composition in the United Kingdom. “ It was natural to 
ask,” writes Mr. Robinson, “ whether these, with the threefold 
approach through income, output and expenditure, were capable 
of universal application, not only to the national income of the 
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United Kingdom, but also to that of other countries both advanced 
and primitive .” (My italics.) 

Miss Deane became the experimenter. The experiment lasted 
nearly five years, mainly owing to the exigencies and difficulties of 
war-time. She was assisted by the Advisory Committee of the 
Institute, but hers was the constructive work. No reader of this 
book can fail to be immensely impressed with the exceptional 
skill and perseverance with which the experimenter has carried 
out the tasks assigned to her, and the lucidity and detail with 
which she has written up every aspect of the investigation itself. 
Indeed, her exposition of these techniques will in itself be found 
invaluable by all students of the subject. No author could be at 
greater pains to warn the reader of a tentative conclusion, or a 
suspected margin of error. 

It is at first a little puzzling why these National Income 
calculations should have been regarded as an “ experiment.” 
It was not, of course, the first attempt to calculate the national 
incomes of under-developed societies, or the incomes of peoples 
mainly engaged in a subsistence economy. There have been other 
attempts — dating back to those of Professor R. A. Lehfeldt in 
South Africa, in 1918. 

It is clear that, notwithstanding various valuable by-products 
from the study, the very raison d'etre for it lay in the attempt to 
apply the very special techniques referred to above to the three 
territories of Northern Rhodesia, Nyasaland and Jamaica. This 
should be borne in mind, because I doubt whether Mr. Robinson’s 
claim that the experiment “ has shown that the threefold — income, 
output, expenditure — approach has even greater advantages for 
the measurement of colonial incomes than it has for more advanced 
countries ” can possibly be substantiated. 

My reaction to the investigation has been quite a different 
one. It has led me to ask why it should ever have been expected 
that a technique which suits a highly developed and large-scale 
national economy such as the United Kingdom should, even if it 
could, be applied to small so-called “ national ” units which are 
only just entering the world economy through the development of 
one or two specialised products in them. The whole procedure 
looks like an experiment to discover whether the system of 
accounting applicable to General Motors can throw light on the 
operations of a wayside petrol station run by a man whose main 
livelihood is obtained with the assistance of his wife and children 
from an agricultural allotment. Indeed, one has an uneasy feeling 
that the application of the term “ national incomes ” to the 
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aggregates calculated for these territories is as forced as the 
application of the technique itself. 

There are many fundamental questions which this experiment 
does not attempt to answer. What exactly is the value of these 
National Income aggregates as a measure of the real satisfactions 
of colonial peoples who are in process of very rapid transition 
from one type of social organisation to another? Have these 
aggregates meaning as a measure of “ welfare ” ? What is 
their usefulness for the colonial administrator or for the central 
authorities of self-governing under-developed societies ? Are 
these aggregates a practical tool, or are they the symbols 
of fashionable concepts transferred from very highly developed 
economic regions to hide our ignorance of economically backward 
ones ? 

The investigation under review is intended only as a pre- 
liminary study. What is needed next is a new approach in order 
to discover relatively simple methods for measuring broad 
economic magnitudes at fairly frequent intervals — suited to the 
crudity of the statistical material available. In particular, due 
regard should be paid to the cost and time which the calculations 
will involve — bearing in mind that poverty-stricken peoples in 
backward regions have to pay for them eventually. This book is 
a valuable contribution to that further task, and it is to be hoped 
that the author will herself undertake it. 

S. Herbert Frankel 

Nuffield College , 

Oxford . 

Die Auswirkungen der Industrialisierung von Agrarlandern auf 
Industrie-Exportstaaten. By H. Russenberger. (St. 
Gallen : Fehr, 1949. Pp. 206. Sw. Fr. 12.00.) 

This is an excellent book on a subject which is becoming 
increasingly prominent in economic discussion, in the U.S. at 
least, namely the effect of industrialisation of under-developed 
countries on the more industrialised countries. It seems a pity 
that the fact that this is written in German is bound to limit 
severely its Anglo-Saxon circulation. The subject-matter of the 
book is perhaps a little more limited than the title suggests, since 
it does not deal with the effect of industrialisation of under- 
developed countries on the food and raw materials supplies of 
industrialised countries, nor does it deal with foreign-investment 
problems, nor does it deal with the changing terms of trade be- 
tween primary commodities and manufactured articles and their 



THE ECONOMIC JOURNAL 


596 


[DEC. 


effects. These limitations, however, are explicitly recognised in 
the book itself. 

The thesis of the author can be defined as a compromise be- 
tween the optimistic and pessimistic schools, a leaning towards the 
optimistic school modified by the doubts assailing this strongly 
liberal economist in view of present anti-liberal tendencies. In 
other words, he does not think that the industrialisation of under- 
developed countries carries any dangers for world trade in general 
or for the trade of the more industrialised countries in particular, 
provided a number of liberal pre-conditions are fulfilled. In 
particular, the economic policy of the industrialised countries 
must be flexible, and mobility of labour, capital and entre- 
preneurship in the industrialised countries must not be unduly 
diminished by internal rigidities or by State intervention ; 
similarly, on the part of the under-developed countries them- 
selves, industrialisation must be of a non-autarkic character 
governed throughout by economic costs considerations and absence 
of excessive State protection. If these general conditions are 
satisfied, industrialisation of backward countries will work out to 
everyone’s benefit and result in strengthened international 
economic relations of a more satisfactory type than before. 

It will be realised that with this general approach, the author is 
suspicious of over-ambitious industrialisation programmes based 
on the artificial building up of heavy industries. Apart from a 
few special Cases, of -which the U.S.S.R. was one, the author 
thinks that industrialisation should normally be concentrated, in 
its early stages, on processing of domestic food and materials and 
the building up of light industries, and that a number of under- 
developed countries will naturally be confined to this type of 
“ partial industrialisation ” as distinct from “ full industrialisa- 
tion.” 

The demonstration that industrialisation of under-developed 
countries and technical assistance rendered to them do not reduce 
the possibilities of beneficial international trade, and that there is 
little substance in the view that in this way comparative advan- 
tages would tend to disappear, is very wholesome. A Swiss 
economist is particularly well placed to stress the “ cultural ” 
factor in comparative advantages (as distinct from the “ natural ” 
factor) and the importance of “ specialty trade ” between the 
industrialised countries themselves. 

The general method of approach is by theoretical argument, 
and only in one brief section are statistics used to demonstrate the 
shift in the composition of exports of industrialised countries over 
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a long period. A vast bibliography is used and quoted, but 
the author always manages to marshall his quotations so that 
they contribute to his own argument, and one never feels that his 
wide reading has interfered with his own thought. 

Two points in this book seem to the present reviewer to be 
worth underlining. The first one would be the demonstration 
that more recent industrial countries are at an advantage compared 
with old industrial countries, not so much by the fact that they 
employ more up-to-date techniques (this argument seems to the 
present reviewer largely fallacious), but by a different structure 
of production, by being more up to date in the type of com- 
modities produced rather than in the method by which they are 
produced. The second point is a very important and timely 
reminder that while there is considerable need for adjustment in 
the industrialised countries to changes which have occurred during 
the last ten years in the rest of the world, the need for such 
adjustment may at present be concealed because of full employ- 
ment and inflationary pressure in those countries. Any recession 
or even slackening of inflationary pressure may bring out the 
problems involved. The British textile industry is frequently 
used as a prize example of adjustment difficulties. Some of the 
author’s comments in this regard are very shrewd, and it is to be 
hoped that the book may find some readers in Lancashire. 

H. W. Singer. 

Lake Success , 


U.S.A. 


Britain's Colonies in World Trade . By F. V. Meyer. (London : 
Oxford University Press (Royal Institute of International 
Affairs), 1948. Pp. xvi and 273. 18$. ) 

This book reviews in considerable detail the principal measures 
of British intra-imperial trade policy as applied to the Colonies. 
Imperial preference and the quota regulation of textiles are the 
principal topics surveyed. The external trade of practically 
every colony is reviewed before and after the introduction of 
preferential and protectionist measures. The survey embodies 
the fruits of vast industry, as a very large volume of official 
sources (chiefly trade returns, annual reports and Colonial Office 
memoranda) had to be consulted and analysed. The discussion is 
largely factual, and the chief merit of the book is the systematic 
collection and presentation of widely scattered material often 
awkwardly presented in official sources. 

There is a noteworthy discussion (Chapter 7) on the gains to 
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be expected from imperial preference, the conditions necessary for 
their realisation and the difficulties of assessing the gains actually 
realised. Dr. Meyer rightly points out that where preferred 
supply exceeds demand in the protected markets, the introduction 
of preference cannot result in a net gain to the suppliers of a 
homogeneous commodity unless price discrimination is possible. 
This should be obvious on reflection, but is strangely neglected in 
practice. When the commodity is not homogeneous the granting 
of preference may benefit the suppliers even if aggregate preferred 
supply exceeds demand in the protected markets, principally if in 
the unsheltered markets there exists a strong preference for the 
grades of the commodity supplied by the exporters who are 
preferentially treated. 

Dr Meyer applies his general analysis to the condition of the 
colonial trade of the inter-war period. He concludes that with 
the important exceptions of the sugar and banana colonies (the 
West Indies, Mauritius and Fiji) the colonies did not benefit sub- 
stantially (Nyasaland and Cyprus probably secured some gains) 
from the preferential system of which Great Britain and Canada 
bore most of the cost. Moreover, some of the Colonies, notably 
some of the West African territories, were almost certainly losers 
on balance, in that the cost of the preferences granted by them 
exceeded the gains they secured from the preferences accorded 
to them. Dr. Meyer rightly insists that the principal products of 
the colonies cannot be assisted by imperial preference, as produc- 
tion within the Empire exceeds consumption. He also advances 
several cogent reasons against this particular form of assistance 
even where it is practicable. The interests of various colonies 
might diverge widely over imperial preference, some benefiting 
appreciably and others losing considerably. It is perhaps 
regrettable that the discussion does not cover the operation of 
imperial preference under bulk purchasing. It is, however, a 
very valuable pioneer treatment of an important and complex 
problem. 

A minor omission may be mentioned. Malaya might have 
been added to the list of beneficiaries as a producer of palm oil 
(as well as of pine-apples which are mentioned by the author) 
to which appreciable preferences were granted in the United 
Kingdom and Canada. The palm-oil producers were members of 
a tight cartel which had some powers of price discrimination and 
which enabled them to profit from the preference. This appears 
to have been overlooked by the author, who relies very largely on 
official sources and statistics from which little information can be 
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gained about the marketing organisation of individual industries ; 
this limitation was probably unavoidable in view of the wide scope 
of the work, but it does affect the argument at times. 

There is an illuminating account of the operation of the textile 
import quotas and the specific duties on textile and cheap foot- 
wear directed largely against Japanese imports. These measures 
are intelligible enough against the background of the distress of 
the Lancashire cotton industry in the thirties, but Dr. Meyer’s 
review is a salutary reminder of the cost imposed on the colonies. 
The specific duties frequently represented 150-200% or even 
more of the values of the cheap textiles and footwear on which 
they were levied ; the textile quotas were even more burdensome. 

About one-fifth of the book deals with the regional trade of 
British Malaya (apart from the discussion of the effects on this 
area of the operation of imperial preference and of the textile 
quotas). Dr. Meyer advocates a regional trade policy for this area 
(as well as for the Caribbean), but although many of his ideas are 
suggestive, his proposals are perhaps not specific enough. 

The level of discussion is generally high, though there are a 
few curious slips in the analysis. Thus, in reviewing the failure 
of the Stevenson rubber-restriction scheme the author argues that 
“ it was broken largely through the diversion of the American 
demand to the N.E.I.” (p. 189). This is a fallacy. The scheme 
collapsed because it was not comprehensive enough. Even if the 
entire supply from Malaya and Ceylon had been marketed in 
America the scheme would still have broken down, as the expan- 
sion of supplies from outside sources (chiefly the N.E.I.) would 
have caused the price to collapse. Again, I)r. Me 3 ^er mentions 
as directly harmful to British interests an agreement between the 
Netherlands Government and the Dutch vegetable-oil industry 
by which the latter was to purchase 60 % of its requirements from 
the N.E.I. As, however, the N.E.I. output of vegetable oils and 
fats appreciably exceeded Dutch consumption, the net effect of 
this measure cannot be assessed without reference to outside 
markets. The same applies to Dr. Meyer’s remarks on the effects 
of the introduction of preferential import duties in various colonies ; 
at times the author contents himself with contrasting the propor- 
tions of imports from Empire and foreign sources respectively 
before and after the introduction of Empire preference without 
considering the repercussions in the unsheltered markets. In 
neglecting these the author disregards his own analysis and con- 
clusions in the chapter on the gains from imperial preference. 

Two somewhat confusing misprints should be mentioned. 



600 


THE ECONOMIC JOURNAL 


[DEO. 


The last line of Table 68 (p. 222) should read “ total imports ” 
not “ total rubber imports ” ; and in the footnote on p. 190 
“ most ” should read “ more.” These are only very minor 
blemishes. The book can be strongly commended as an important 
contribution to an unduly neglected field. 

P. T. Bauer 


Gonville and Caius College, 

Cambridge. 


North Atlantic Triangle — The Interplay of Canada, the United 
States and Great Britain. By John Bartlet Brebner. 
(Yale : University Press (London : Geoffrey Cumberlege), 
Eolations of Canada and the United States Series, 1945. 
Pp. xxii + 385. 27 s. 6 d.) 

This is the fifth, and most comprehensive, study by North 
American historians in substantially the same field. D. G. 
Creighton led the way with his Commercial Empire of the St. 
Lawrence 1760-1850 (1937). Then came G. S. Graham’s Sea 
Power and British North America 1753-1820. (Behind these two, 
and I think inspiring them, were Professor Innis’s definitive 
studies in the fur trade and the codfishing industry.) The third 
was A. L. Burt, also in the Canada-United States Relations Series, 
and entitled The United States, Great Britain and British North 
America from the Revolution to the Establishment of Peace after the 
War of 1812'(1940). This is the most detailed and objective study 
of them all, revealing an intimate knowledge of maritime inter- 
national law and a complete mastery of the political documents, 
but it is not mainly economic in its emphasis. The fourth was 
R. L. Schuyler, The Fall of the Old Colonial System : A Study in 
British Free Trade 1770-1870 (1945). This book, too, is very 
fair, but it is hardly what its sub-title suggests. It is a study of 
the impact of Free Trade on the New Empire, and in particular on 
British North America and the British West Indies. It does not 
present the Free Trade movement from the British standpoint, 
nor does it take us to the East, where the other half of the picture 
is to be seen. Finally comes Professor Brebner with the North 
Atlantic Triangle. Writing with full knowledge of these other 
works, he presents a synthesis of the whole development from 
early times to the present day. It makes fascinating reading : it 
gives the spirit of the New World, it is rich in information and 
challenging statements, and it has all the verve of Dr. Creighton. 

The triangle in question is not the old trade triangle — of 
fish-lumber-sugar, or of ribbons and Birmingham toys, slaves, 
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sugar and cotton : embracing Britain, North America, West 
Indies, the Mediterranean and West Africa ; but a metaphorical 
triangle, in other words the interplay of Great Britain, British 
North America and the U.S.A. Professor Brebner is a Canadian 
writing in the U.S.A., and it is the privilege of Canadians to 
administer side-slaps to the Mother Country. We learnt nothing 
from the loss of the First Empire and merely blundered on ; we 
continued to think in terms of pre-1776 Navigation Law, sent out 
stupid governors, betrayed the Indians in the peace treaties, en- 
couraged the Canadian lumber trade and then let it down, we 
could not understand an “ inland-colony,” we had no use for 
democracy (on which we ourselves stumbled in 1867 !) and less for 
popular education — this from a Canadian whose nineteenth- 
century culture came from eighteenth-century Scotland ! Our 
only accomplishment was to produce a Durham and an Elgin. 
Having gone free trade, we had no use for empire. We were 
full of little Englandism, as presented by a gentleman who is new 
to me — one Viscount Bury, author of Exodus of the Western 
Nations ; and then finally we were restored to the imperial path 
by the French-Canadian Sir Wilfrid Laurier. Well, if this satisfies 
Mr. Brebner, it is all right by me. 

It happens that I am fresh from the perusal of forty-seven 
years of Board of Trade Minutes, forty-seven great volumes, each 
with a supplementary bundle of documents ; and the impression 
left on my mind is the exact opposite of that presented by Mr. 
Brebner. We learnt our lesson, set about rebuilding our new 
Empire on new lines, going as far as we could to avoid trouble 
with America, abstaining from taxation and studying the field 
with wonderful thoroughness — in B.N.A., Newfoundland and 
the West Indies, in South Africa and West Africa, in Mauritius, 
India, New Zealand and Australia, not forgetting Gibraltar and 
Malta. We did our utmost to encourage constitutional govern- 
ment in every land of white settlement : in Asia wo tried to behave 
as trustees. We sent of our best to our new dominions, we built 
up a comprehensive system of liberal imperial economy, we 
inspired the labour movement of the new world and we had our 
reward. For when Free Trade, so necessary to nineteenth- 
century Britain, came along, the new Empire not only survived it, 
but flourished on it. When Mr. Brebner ventures into the 
internal history of England, I am afraid he crashes. “ The same 
British statute, adroitly engineered in 1824 and 1825 by the master 
tailor and Benthamite, Francis Place, legalised trade unions and 
permitted the export of British machinery.” It did not. There 
No. 236— vol. lix. s s 
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were two trade-union statutes, one of which largely reversed the 
other and they dealt with combination only. 6 Geo. 4 (1824) o. 96 
dealt with combinations of workmen — Place’s Act, and an 
adjacent statute 5 Geo 4 (1824) c. 96, dealt with artificers going 
abroad. 6 & 7 Victoria (1843) c. 64 legalised the export of 
machinery ; till then it was only permitted by Board of Trade 
licences. There are endless references to these in the Board of 
Trade Minutes, and the general policy was to permit, freely the 
export of other than textile machinery, especially if to a British 
dominion. 

Mr. Brebner so often allows himself the pleasure of rejoicing 
with the United States against the old country that I did expect 
him to restore the balance by rejoicing with Britain over steam- 
ships. I turned up Cunard in the index, to find only that Cunard 
of Halifax imported American anthracite ! Not a word of the 
Cunard Steamship Line and of that wonderful triangle of maritime 
enterprise — Halifax, Glasgow, Liverpool, which in twenty years 
wrested the supremacy of the North Atlantic from Boston and 
New York and held it to 1949. 

But if there is nothing of Cunard, there is much of a quite 
unimportant under-secretary William Knox, whom our author 
elevates into a sort of super-Dundas or super-Huskisson. Neither 
then nor now do under-secretaries have this role. Professor 
Brebner has a fiscal armoury which is quite beyond my range — 
“ Good Smithian economic nationalism,” p. 69 — what does this 
mean? It is Knaplund the American and not Brebner the 
Canadian who understands the economy of the new empire. 

In plain truth the book is a spirited study of Canadian- 
American relations with frequent references to Great Britain, 
some of which are inaccurate or misleading. Yet I enjoyed it, 
alike where I agreed and differed. 

C. R. Fay 

Cambridge. 

England and Germany. Affinity and Contrast. By Hermann 
Levy. (Leigh-on-Sea : The Thames Bank Publishing Com- 
pany, 1949. Pp. v + 167. 7 s. 6 d.) 

The writer of this short essay, who died in January 1949 
while it was still in the press, left Germany in 1935 and settled in 
England, where he spent the remainder of his life. He is well 
known in this country as the author of a number of scholarly 
works, some of which he published under his own name, and some 
in collaboration with Sir Arnold Wilson. 
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Professor Levy had always taken a keen interest in the economic 
affairs of this country, and as long ago as 1909 wrote a book on 
Monopolies, Cartels and Trusts in Great Britain. He therefore 
had the advantage of possessing both a general background and 
a first-hand knowledge of England as well as of Germany. With 
this equipment, the appearance of a comparative study of the two 
countries from his pen raises legitimate expectations. It must be 
admitted, however, with regret, that these expectations have not 
been fulfilled. 

Part I, misleadingly entitled “ Anglo-German Relations,” 
deals very perfunctorily, for the most part, with the development 
of industrial organisation in England and Germany. Part II, 
entitled “ Why German Democracy failed ” is of greater interest. 
Here Professor Levy does give a reasoned, if not highly original 
or profound, explanation of some of the principal factors which 
militated against the rise in Germany of that liberal-minded 
middle class which was so marked a product of the industrial 
revolution in England. He might, indeed, have quoted in suj)port 
of part of his case the following observation to be found in a too- 
little known work by Thorstein Veblen (Imperial Germany , pp. 
85-6) : “ Modern technology has come to the Germans ready- 
made without the cultural consequences which its gradual develop- 
ment and continued use has entailed among the people whose 
experience initiated it and determined the course of its develop- 
ment.” So far as England is concerned Professor Levy is a con- 
vinced adherent of the thesis of Max Weber that the growth of the 
capitalist spirit here was closely bound up with the Protestantism 
and Puritanism of the British people, and he defends this view 
against recent criticisms. In contrast : “ In Germany there was 
a middle class of an entirely different economic and social outlook. 
The capitalist spirit was lacking in this class, at least in any strong 
degree.” In fact, it was in large measure " indifferent to or in 
opposition to capitalism.” 

In a very short concluding chapter he writes on “ Shaping the 
Future.” His own position is expressed in the following sentences : 
" However much the Germans might learn in the economic sphere 
from those principles of English liberalism which are accepted in 
this country by members of all parties, it would in our view be 
fatal if English theories of planning were allowed to reinforce the 
leaning towards the autocratic economic policy with which large 
sections of the German people have become familiar through the 
particular ideals (less than through the policy) of the Social- 
Democrats. Germany needs individualism and free development 
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of industry, agriculture and trade, limited by State interference 
and social reform only when enterprise creates nationally unde- 
sirable conditions or retards social progress or fosters the growth 
of monopolistic organisations.” 

Taken as a whole, this is a disappointing little book, but 
it should be noted that some portions of Part II will repay 
reading. 

C. W. Guillebaud 

St. John' 8 College, 

Cambridge. 

Theorie der allgemeinen Wirtschaftspolitik und Wirtschaftslenkung. 
By Dr. Theodor Putz. (Vienna : Verlag fur Geschichte 
und Politik. 1948. Pp. 318.) 

The world of economists, or at least of those who write on this 
particular aspect, seems to be divided into two camps — the 
planners and the anti-plan ners . Professor Piitz is a stalwart 
adherent of the former camp. 

In the first part of this book he criticises the doctrine that the 
so-called liberal or free economy represents the ideal economic 
system. Under modern conditions the free play of market forces 
fails in his view to achieve what we are entitled to demand from a 
properly functioning economic system. Neither optimum social 
welfare, nor the e quilib rium of_tli&__ec onomy as jQ yhol e. nor 
justice in distribution, nor m aximum pr oducti ve efficienc y, can be 
expected to'result from the working of an_unregulated economy. 
Throughout this part of his work the author makes extensive use 
of philosophical concepts, involving for the reader a considerable 
knowledge of and familiarity with the terminology of German 
philosophical thought. Behind all this we seem to detect a strong 
vein of Roman Catholic authoritarianism. The author does not 
quote from the famous papal encyclical Rerum Novarum, but 
much of his writing would appear to be in harmony with that 
pronouncement. 

In the second part of the book Professor Piitz deals with the 
t heory of economic planning and discusses its methods and some 
of its limitations. Much of this is ably written and expressed 
with persuasiveness and moderation. It also reveals an exten- 
sive knowledge of economic (principally German and Austrian) 
literature, with which relatively few people in this country 
are acquainted. Like so many other protagonists on both 
sides in this field, he is, however, inclined to lay over-much 
stress on the theoretical advantages of the system he favours, 
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and to pay too little heed to the drawbacks and dangers inherent 
in it. 

C. W. Guillebaud 

St. John' 8 College , 

Cambridge . 

Monnaie et 6 conomie Dirigee . By Albert Aftalion. (Paris : 

Recueil Sirey, 1948. Pp. 414. 600 fr.) 

In this book Professor Albert Aftalion, who bears a name 
which is honoured by economists of all countries, discusses the 
experience of Trance with a controlled economy and controlled 
prices during and after the Second World War. He tells us that he 
began to write it during the unhappy years of the German occupa- 
tion and completed it after some four years of liberation. 

He insists that the outstanding characteristic of the French 
economy, and especially of the pricing system, was that it was 
what he calls a “ hybrid economy, ” par tially controlled and parti - 
ally free . This was true even during the occupation, but still 
more later when controls were being relaxed, and there was an 
extraordinary mixture of different and frequently inconsistent 
principles in operation. “ Freedom of price, for example, was 
introduced for certain products while maximum prices were in 
force for other similar products, without any account being taken 
of the effects of the law of substitution. Or again, freedom of 
producer prices but maximum prices for retail sales ; while in the 
intermediate stages there was sometimes freedom and sometimes 
price control. Freedom of price for one part of the output of a 
commodity and a controlled price for another part. Discri- 
minating prices, one being lower up to a certain quota and for 
certain consumers, and the second higher for amounts in excess of 
the quota and for other consumers. Emergence of a third cate- 
gory of prices which were neither free nor controlled but were 
described as 4 tolerated/ being about the legal maximum price 
but not so much above as to give rise to judicial proceedings. 
Freedom of prices and also of quantities that could be brought. 
Or freedom in respect of quantities together with control of prices. 
Or freedom of prices, together with instructions to the authorities 
to see that no excessive rise took place — the so-called 4 supervised * 
freedom.” 

The author attributes the highly unsatisfactory results which 
he portrays mainly to 4 4 the bad organisation of our controlled 
system, as a result of the weakness of the State and of the strength 
of the pressure interests which have withstood it.” 
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Professor Aftalion’s book, while containing a good deal that 
is of general interest, falls rather between two stools so far as the 
English economist is concerned. It is essentially a theoretical 
work, but the treatment on this side is on a quite elementary level, 
while on its realistic side it is only sparsely supported by facts and 
statistics. Apart from stressing the obvious administrative and 
other difficulties of operating a hybrid economy of the French 
type, he is chiefly concerned to emphasise the importance of 
anticipation — the psychological factor — in the formation of 
prices. 

C. W. Gutllebaud 

St. John’ a College, 

Cambridge. 

Men, Cities and Transportation — A Study in New England History. 
By Edward Chase Kirkland. (Cambridge, Mass. : Har- 
vard University Press (London : Geoffrey Cumberlege), 
1948. Two Volumes. Pp. 528 and 475 with Appendix and 
Index. 70s.) 

This monumental survey of the economic history of the 
New England States, as measured in terms of transport, covers 
the period 1820-1900. It is one of the many studies aided by 
the Social Science Research Council and bears further witness, 
if need there be thereof, of the great value of that Council’s work 
in the social-science sphere. 

Professor Kirkland chose his eight decades for the reason that 
they embraced the birth, the development and the virtual com- 
pletion of the railway network of New England. In fact, he has 
done more, because his opening chapters deal attractively with the 
coastal marine services, such as the steam-paddler Fulton offered 
on Long Island Sound, and coach-roads and turnpikes as they 
existed prior to and at the beginning of the railway era. His 
description of road maintenance at that period is of interest, 
and he might have mentioned that similar principles were still 
in use one hundred years later in regard to the so-called dirt roads 
then so prevalent in the Middle West. In truth, he is correct 
when he claims that “ it was the railroad that after 1860 tied 
New England to the nation.” 

The reader of this two-volume survey, which is admirably 
documented and attractively illustrated, will discover within 
its pages an extremely detailed history of New England’s economic 
development in the nineteenth century, for transport must in- 
evitably build up and direct the flow of trade and industry. He 
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will, similarly, because of the amount of detail, find it difficult to 
grasp the full import of those events on American life as a whole 
and, to anyone unfamiliar with New England and its various 
localities such as Marblehead, Nashua, Lowell, Framingham and 
Burlington (Vermont), much of the value of this historical research 
will be lost. To one knowledgeable of these places the various 
chapters will bring back vivid memories and induce an enjoyment 
and value from its study which will more than offset the dis- 
ability of holding such heavy volumes. 

The work as a whole will naturally be of major interest to the 
American research worker and student — to the European economist 
it will appeal primarily for its lucidity and as a work of reference. 
The author effectively stresses the enforced guidance of geo- 
graphical conditions on the design and construction of the various 
methods of transport, and how the railways have determined 
the direction of trade flow to and from New England, and within 
its several States, notably the effect of the Albany-Troy gateway 
and the competitive route via New York City. The latter has been 
effectively strengthened in recent times by the construction of the 
Hell Gate Route. 

The impact of the competition between Boston and New York 
for transit and international trade runs through nearly all chapters 
as a theme reflected in finance or competitive rates. The first 
volume concludes with the period around 1860-80, and amongst 
the most valuable chapters one may enumerate those entitled 
“ Regulation : Technological Change ” and “ The Great Bore.” 
The latter relates to the Hoosac Tunnel and the vast difference 
the east-west route it provided made to the economy of Boston 
and its hinterland : Hoosac was one of the first of the world’s 
great railway tunnels to be electrified and, within the past few 
years, could claim to be the first to be completely dieselised. 

The second volume carries the story onwards to 1900 and covers 
the period of “ Monopoly in Northern New England ” to be 
followed by the later period of consolidation, from which emerged 
the two great New England railroad systems of recent years — 
the New York, New Haven and Hartford and the Boston and 
Maine. This section of the work will appeal most to those whose 
researches or interests lie primarily in New England, as would a 
contemporary history of our Great Western to the economic 
historians of Wessex in Old England. But Professor Kirkland 
cannot leave for long the breezes which fan out along the Bay 
State’s shore, and soon returns to a study of the deep-sea and 
coastal trades which occupies a large part of his second volume. 
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The section that is likely to be of the greatest analytical value is 
“ The Railroad Commissions ” and “ Rates and Services.” 

The whole survey concludes with chapters on “ The Safety 
Movement,” “ Men ” and “ Masters,” with an intervening 
section dealing with “ Corporate Structures and Government.” 

In a brief review it is impracticable to include quotations, 
for to prise them from their contexts would invalidate most, and 
to select any specific ones from a book of this length would be 
invidious. New England and the Social Science Research Council 
should be grateful to Professor Kirkland for the depth and 
painstaking character of his researches, his excellent documentation 
on each page and the full index he has incorporated. He has 
enriched the supply of data in the economic-history sphere of 
New England, and his book should be a great asset to libraries 
and future researchers, but one may be permitted to wonder 
whether such a wealth of detail does not bury the principles of the 
past and the lessons that may help the modern world to solve 
its economic and transport problems. One may also be tempted 
to hope that the author will in due course design a sequel to these 
volumes, for the history of Men, Cities and Transportation in New 
England since 1900 is of absorbing interest, and the Library of 
the Interstate Commerce Commission alone would supply untold 
wealth, including the effect of the financial interest of the great 
Trunk lines on the policies of the New England railroads. 

The compilation of this noble book, which is almost devoid of 
misprints and is factual in presentation, has clearly been a labour 
of love, and that fact has contributed to its success. On minor 
points one may disagree, but historical facts are difficult to 
dispute. 

C. E. R. Sherrington 

Railway Research Service , 

London. 


Maternity in Great Britain. A Survey of Social and Economic 
Aspects of Pregnancy and Childbirth undertaken by a Joint 
Committee of the Royal College of Obstetricians and 
Gynaecologists and the Population Investigation Committee. 
(London : Oxford University Press, 1948. Pp. xvi + 262. 
12s. 6 d.) 

In 1946 nearly fourteen thousand women who gave birth to 
children during the week beginning March 3rd, were interviewed 
by health visitors about the conditions under which their confine- 
ments took place. The results of this Survey provide a greater 
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volume of factual information about childbearing and its attend- 
ant problems than has hitherto been available. The Joint Com- 
mittee had the helpful co-operation of 424 maternity and child- 
welfare authorities in Great Britain, and credit must be given both 
to the health visitors and to the mothers who collaborated in this 
important undertaking. 

The inquiry started with ante-natal care, went on to the con- 
finement of the mother, and followed through to post-natal 
supervision, the care and feeding of the child and the costs in- 
volved. Other pertinent matters were included in the study such 
as illegitimacy, expectant mothers in gainful occupations, over- 
crowding and domestic help for burdened mothers of families. 
The book provides a mass of authoritative statistics which should 
prove a useful guide to the Ministry of Health as the national 
health service develops, for, as the authors point out, the Ministry's 
own statistics are lamentably inadequate. They “ over-estimate 
the number of mothers who use ante-natal clinics; moreover, 
they give no indication of the duration or quality of care received ” 
(p. 201 ). In the thirty years since ante-natal clinics were launched 
there has been a rapid expansion from 120 clinics in 1918 to 1,931 
in 1944, and a survey of the extent to which the services are used 
and of the results attained is overdue. 

Though the authors have laid stress on the presentation of 
accurate statistics, the important human aspects of motherhood 
have not been neglected. Much attention is given to the relief of 
pain in childbirth, and the figures presented are illuminating. 

“ Analgesia is given to 20 per cent, of those delivered at home ; 
8 per cent, of those attended by midwives receive it as compared 
with 48 per cent, of those attended by doctors. Relief of pain is 
thus still largely reserved for those who can afford to engage a 
medical practitioner to deliver them. Even so the poorer mothers 
engaging doctors are relieved less frequently than the well-to-do. 
... It is surprising that only 52 per cent, of those delivered in 
hospital are given relief.” 

Some revealing statements about large families are made in 
the report. “ Throughout this inquiry it is apparent that large 
families both restrict the use mothers are able to make of the 
maternity services and lower the standard of living of the whole 
family. As family size grows, there is a rapid increase in the 
proportion of over-crowded homes. Yet it is particularly the 
mothers living in these homes who are unable to leave their homes 
for a hospital confinement. Family ties also prevent mothers of 
large families from getting early and regular ante-natal supervision, 
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and from taking their children to infant welfare oentres. The 
impoverishment associated with having many children is shown 
by the progressive economies in expenditure . . . which are made 
with each succeeding order of birth ” (p. 208). 

Many women of all classes come under supervision later in 
pregnancy than is desirable, and greater efforts should be made to 
publicise the ante-natal services. Many young women approach 
their first hour of labour with almost no knowledge of the physio- 
logical processes occurring in normal birth, or of the help they 
themselves can give during labour to facilitate the birth of their 
child. Greater emphasis should be placed on the educational side 
of ante-natal care, and women expecting their first baby should 
be encouraged to attend demonstration talks on diet and hygiene, 
the nature of labour and so on. 

The aim of maternity services to-day is to make childbearing 
safe, and attention therefore tends to concentrate on abnormal 
confinements. There are, however, material and psychological 
needs common to every expectant mother which should be satis- 
fied. Women interviewed complained that (both at home and in 
hospital) they were left alone for long periods during labour 
(sometimes babies were bom in the labour-room in the absence of 
even a nurse) ; that (in hospital) they were visited by a succession 
of different doctors and nurses which shook their confidence and 
deprived them of any sympathetic personal relationship; that 
close proximity to other women in various stages of labour was 
distressing ; that hospital visiting hours were unduly restricted ; 
that in first pregnancies they were discharged without adequate 
instruction about caring for their baby. In general, the lay-out 
and organisation of hospitals came iii for criticism. 

The report, though full of interest, is somewhat repetitive, and 
it might well have been enlivened by the more frequent quotation 
of case histories. The Joint Committee are to be congratulated 
on an important piece of work well done, and also on their de- 
cision to institute a follow-up survey of maternal morbidity and 
the social and economic factors which affect infant health and 
development during the first two years of life. Such an inquiry 
should receive the warm support of the Ministry of Health and all 
local authorities. 

Lella Seoob Florence 

Birmingham. 
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The Changing Size of the Family in Canada . By Enid Charles. 

(Ottawa : Dominion Bureau of Statistics, 1948. Pp. xiv + 

311. $1.00.) 

Though this first census monograph presents a multitude of 
figures, its design is refreshingly straightforward and its execution 
neat and streamlined. Variations in the size of family are com- 
pared with variations and differences in other characteristics of 
the family or members of the family, such as religion, mother- 
tongue, schooling of mother, occupation of father and residence 
in town or country. Canada with its diverse population but 
standard census returns forms a fine field laboratory, and in 
working up the returns for 1941 the importance of non-economic 
“ cultural ” variables are clearly brought out (p. 68) by the wide 
divergence in the average number of children ever born to married 
women aged 45-54. Such a woman, if her mother-tongue was 
French, religion Roman Catholic, schooling eight years or less, 
residence country (and she were born on a farm), would on the 
average have 8-33 children. But her children would number on 
average only 1-85 if her mother-tongue was English, religion Pro- 
testant, schooling thirteen years and over, and residence in the 
city (and she were not born on a farm). Within these extremes 
a change even in a single variable may make a considerable 
difference. The farm-born, poorly educated French-speaking 
Roman Catholic, averaging 8-33 children if she lives in the 
country, will only average 6-06 children if she is living in a 
city. 

When economic characteristics are taken into consideration, 
further differences in fertility appear, but they are not as wide as 
perhaps expected. French-speaking, town-dwelling husbands of 
average schooling have an average of 5-52 children if poor (with 
less than $950 a year), 4* 16 children if rich (with more than $2,950). 
The difference is still less ceteris paribus among the English- 
speaking : 2*88 children if poor, 2*24 if rich. But though these 
differences are not very large, they are extremely consistent. 

Throughout her report, Dr. Charles is healthily critical of 
the tests used. She is not satisfied with income as an index of 
economic status, and suggests a social grouping of occupations 
by tests more objective than the intuition and common sense used 
for the eight groups first distinguished in the English census of 
1901. The main objective character she would add to income 
level to test occupational status is educational level ; and educa- 
tional level is found more important than earnings in determining 
the family-size characteristic for occupation. 
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“ A large part of the rural-urban differential ” in family size, 
Dr. Charles points out (p. 194), “ is associated with differences in 
cultural characteristics, in ways of getting a living, and in incomes, 
but rural families are still significantly larger than urban families 
when all these factors are taken into account.” Accordingly, 
the last two chapters vigorously tackle “ Urban and Rural 
Ecology ” and “ Social Characteristics of Cities and Towns.” 
The latter chapter contains one of the first attempts to apply 
factor analysis to a sociological rather than a psychological 
problem. 151 Canadian cities and towns are compared in respect 
of nineteen different characteristics from size and density of their 
population through religious and economic structure and fertility 
rates to income and educational level. Low fertility is found to be 
most closely associated with a town’s Protestantism, English 
speech and high proportion in trading, and next most closely with 
a high social status, including high earnings and educational 
level. In addition to these bourgeois “ know-how ” character- 
istics, a high proportion of wage-earning women in the community 
is also associated with a town’s low fertility. 

Not content with comparing whole towns, Dr. Charles compares 
the wards of a few of the larger cities. A series of maps brings 
out the important ecological fact that the central wards do not 
have (as arm-chair reasoning might suggest) less children per 
family than the outskirts. The factors of poverty and site must 
first be unscrambled, and it is then demonstrated that greater 
fertility is found in the suburbs only when comparing the same 
range of income. 

The recent report of the Royal Commission on Population ends 
with a plea for research and continuous study on the grounds that 
the “ population problem will always be changing with changes in 
family relations, in outlook and in social and economic influences.” 
This book, with its stress on such variables, should prove a model 
for the research projected by the commissioners. 

P. Sargant Florence 

University of Birmingham. 


Wandering Scholar. By M. J. Bonn. (London : Cohen and 
West, 1949. 9”. Pp. 403. 18s.) 

All who know Dr. Bonn, and that includes a very large 
proportion of the world’s economists, will be entranced and 
delighted by his memoirs. For he has not only lived a more 
active and more interesting life than is given to most men ; he 
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has preserved a singular detachment which allows him to see the 
events in which he has taken part without those colour filters 
which affect the vision of most of us in matters which concern us 
nearly. 

Brought up in the city of Frankfurt, which still retained much 
of the independence of outlook which it had possessed before its 
annexation by Prussia, he there acquired early the vigorous 
liberalism of thought as well as of politics which he has maintained 
through life. He came from a family of bankers, but banking did 
not attract him. His father had died when he was a child. 
With a precocious sense of responsibility for his own choice of 
career, he wont off, aged seventeen or eighteen, to Berlin to 
consult Bamberger, Richter and Schmoller. His youthful ambi- 
tion was to become a statesman and an author. The immediate 
decision was the study of political economy. He started at 
Heidelberg, but drew little inspiration from Karl Knies. He 
migrated to Munich, and there found one who was to remain his 
master, Lujo Brentano, with his manner of the grand seigneur and 
his passionate interest in social reform. Brentano sent him, when 
he had finished his thesis, to Menger — the very antithesis of 
Brentano, but another teacher without whose influence his 
education would not have been complete. 

After Vienna, there was a term at the feet of Max Weber and 
then a year in England, loosely attached to a very newly born 
London School of Economics, still domiciled in Adelphi Terrace. 
England was cold and bleak and an early visit to the industrial 
cities of the north was infinitely dispiriting. But he saw and met 
(this was 1896) many of the great figures of English Liberalism. 
His task was the study of medieval economic history. In a 
moment of inspiration he saw that his problems could be under- 
stood far better by looking at them in a country where medievalism 
still survived than by examining musty documents. Ireland was 
there to be the material of his study. And so he set off for Ireland, 
determined that Horace Plunkett should be his mentor. And so 
it was. For three years most of his time was devoted to Ireland, 
and for ten years his energies were devoted to the book which 
grew out of it. 

Travel in Italy, marriage to an English woman, a long tour of 
British South Africa and German South West Africa filled the 
next years. He was by now Privatdozent at Munich, but his 
teaching duties “ were neither very exacting nor very profitable.” 
Those of us who live in these more constricted days, dominated 
by lecture-lists, supervision time-tables, university and college 



THE ECONOMIC JOURNAL 


614 


[dec. 


meetings, cannot but envy Dr. Bonn that long, unhurried appren- 
ticeship, and cannot but wonder also whether we would not our- 
selves be wiser men if we had only a little more time “ to stand 
and stare.” 

When war broke out in 1914, he had been for some time 
principal of a newly established College of Commerce in Munich, 
and was on his way to act as visiting professor in California. 
He spent the first three years of war in the United States, and 
returned to Germany with Count Bernstoff, the German Ambas- 
sador, when America entered the war. From then onwards 
until the coming of the Nazis he was continually in the thick of all 
major economic crises in Germany. He saw the 1919 revolution 
in Munich. He was one of the German delegation to Versailles. 
He crossed swords with Stinnes on reparations. He was an 
intermediary through Philip Kerr, whom he had known before 
the War, with Lloyd George at Spa and again at Genoa. We see 
all these events, the troubles of Germany, the great inflation, the 
rise and temporary eclipse of Schacht, through Dr. Bonn’s eyes. 
For the whole economic history of the Weimar Republic, this book 
is very much more than mere casual reminiscence. 

From 1921, Dr. Bonn had been professor at the College of 
Commerce in Berlin, and in 1931 was elected Rector. When 
Nazism came, he sought to use such influence as he possessed to 
mitigate the hardships of his Jewish compatriots and colleagues. 
But it was evident that he was among those that the Nazis were 
most anxious to dispossess. He resigned the office of Rector and 
crossed into Austria. From many invitations he chose that of 
the London School of Economics and began a new life. But the 
old wander-lust has never been quiie eradicated. America has 
shared him with England. 

This is a book which all should read. There is not only the 
fascination of the passages which throw quite new lights on the 
major politico-economic issues of our time. There are sketches of 
Brentano, of Horace Plunkett, of Lloyd George in attack, of 
Rathenau, Brfinning, Stresemann, Schacht, which once read will 
never be forgotten. There is one passage, and one alone, yrhere I 
find it hard to credit Dr. Bonn : 


“ I had been bilingual for years,” he writes ; “ I spoke and 
wrote English as fluently as my native tongue. Yet I was 
always under a heavy handicap when I had to express my 
innermost thoughts in English. I had a style of my own when 
writing German. ... I rarely ever again experienced the 
creative joy that is the reward of a writer who has succeeded 
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in saying what he meant to say in words that perfectly render 
his thoughts.” 

Few Englishmen of this generation can rival Dr. Bonn in the 
economical use of their own language. If creative joy can be 
stimulated by the appreciation of his readers, I am sure that Dr. 
Bonn should have full measure of it. 

Austin Robinson 

Sidney Sussex College, 

Cambridge. 



NOTES AND MEMORANDA 

A Pioneer of National Income Estimates 

The name of T. A. (later Sir Timothy) Coghlan is probably 
known to a few outside Australia as that of the author of a monu- 
mental social history of Australia. 1 In Australia he is also re- 
membered as the Government Statistician of New South Wales, 
who, during the years 1886-1905, with great industry and fine 
judgment, made New South Wales for a time the country with the 
best official statistics in the world and laid the foundation for the 
collection and presentation of official statistics for the whole 
Australian Commonwealth. 2 But it seems to be little known, 
outside the narrow circle of those who have worked on the national 
income of Australia, 3 that Coghlan was also a pioneer of national- 
income estimates. It would seem that his estimates were the 
first official estimates of national income anywhere ; and he also 
seems to have been the first (if Gregory King be left in a class by 
himself) to have attempted parallel estimates of national income, 
output and expenditure on lines at least approaching modem 
techniques. 4 

1 T. A. Coghlan, Labour and Industry in Australia, 4 vols., O.U.P., 1918. 

a Coghlan was born in Sydney in 1856. He studied engineering and entered 
the New South Wales public sorvice in 1 873 as an engineer. It was by an accident 
that he turned to statistics when he was appointed, in 1886, to the newly created 
post of Government Statistician. The trial period of appointment grew into a 
twenty years’ occupancy of the post, during which he greatly developed the 
statistical services of the Colony and made himself a statistician of the front rank. 
Among his special interests was demography, which figures largely in his 
numerous semi-official publications. His standing was recognised by his election 
as Honorary Fellow of the Koyal Statistical Society in 1893. According to the 
author of the obituary notice in the Journal of the Royal Statistical Society (1926, 
p. 785), Coghlan’s evidence in favour of graduation and differentiation of income 
taxation before the British Select Committee on Income Tax in 1905 had some 
influence on the Committee’s recommendations. In 1905 Coghlan retired as 
Government Statistician to take up the post of Now South Wales Agent-General 
in London, which he filled, with a few short interruptions, until his death in 1926. 

8 There are references to Coghlan’s estimates in F. C. Benham, The Prosperity 
of Australia (P. S. King, 1930, pp. 26 f.) and in C. Clark and J. G. Crawford, The 
National Income of Australia (Sydney 1938, pp. 53-5). But the extensive biblio- 
graphy of national income in Bowley’s Studies in the National Income (p. 209) 
refers only to Coghlan’s later estimates of 1897 and 1902 for Australia as a whole. 

4 These claims cannot be fully substantiated without reference to some 
early works in the literature of national-income estimates which are not accessible 
to the author of this Note. It would be of some interest to hear whether the 
claims can be challenged. 
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The estimates were made for, and published in, the official 
year-book of New South Wales which Coghlan initiated in 1887 and 
which appeared from then until 1901 over his name under the 
title The Wealth and Progress of New South Wales . 1 From 1890 
onwards, Coghlan also reprinted these estimates, and later ex- 
tended them to the other “ Australasian ” Colonies, in a serial 
publication, The Seven Colonies of Australasia , 2 the predecessor of 
the Commonwealth Year Book. 

Coghlan, in all his published work, was extremely sparing with 
references to his sources and explanations of the methods by which 
he arrived at his estimates. 3 Fortunately, however, the working 
sheets for a number of his published volumes have been preserved. 4 
These contain, in his own hand and in meticulous detail, every 
step in the calculations for most of his estimates and enable us to 
trace his sources and methods. In the main, Coghlan relied upon 
the major official collections of statistics such as censuses, but also 
on newspapers and journals and personally gathered information. 
Where other sources failed, he did not hesitate to make guessos — 
sometimes startlingly daring guessos — in the light of his own very 
sound judgment and intimate knowledge of the economy of New 
South Wales. 

(i) Income. Coghlan’s first estimates of the national income 
of New South Wales were for the years 1886, 1887 and 1889. 6 
In the absence of any income-tax data (income tax was not intro- 
duced in New South Wales until 1897) he relied chiefly on census 
data and output estimates. He therefore presented his estimates 
divided up according to “ sources of income.” As he pointed out 

1 T. A. Coghlan, The Wealth and Progress of New South Wales , 1886/7-1900/1 , 
series of 13 volumes, Government Printer, Sydney, 1887-1902; hereafter quoted 
as W. <fc P. 

8 T. A. Coghlan, A Statistical Account of the Seven Colonies of Australasia, 
1890-1901/2, series of 9 volumes, Government Printer, Sydney, 1890-1902; two 
further volumes wore published in 1904 under the title A Statistical Account of 
Australia and New Zealand 1902J3 and 1903/4. 

8 In the case of his official publications, his plea of defenco would probably 
have been reasons of space and the conventional notion of his time that official 
figures required no further authority. 

4 Working sheets relating to the issues of Wealth and Progress 1886/7 , 1887/8 , 
1888/9 , 1890 / 1 , 1892, 1894 and 1900/1 , and a few relating to the issues of the 
Seven Colonies have been preserved. They have kindly been made available to 
the author by Mr. S. R. Carver, New South Wales Government Statistician, 
Sydney. 

5 W. ds P. 1886/7 , p. 420; 1887/8, p. 552; 1889/90, p. 705; 1893, p. 697. 
The last of these estimates was published by Coghlan as an estimate for 44 the 
year 1892 ” (W. ds P. 1893 , p. 697). This, as far as it is now possible to ascertain, 
seems to have been an error ; as the working sheets show, the estimate was based 
on the occupational structure of the 1891 Census and on official production data 
(e.g., for mineral production) for 1891. 
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later, these early estimates were “ more a matter of speculation 
than exact calculation.” 1 For the years 1887 and 1889 he also 
published estimates of wage incomes for each industry group. 2 

The working sheets show how Coghlan gradually refined his 
methods for successive estimates. The first estimate for 1886 was 
crude indeed. Incomes from primary industry were derived from 
his own output estimates with some adjustments for costs (such 
as value of seed in the case of agriculture). Income from trade 
and commerce was obtained by adding 5% of the sum of exports 
and imports to the published net profits of banks and financial 
institutions ; income from manufacturing by taking 70% of the 
sum of the aggregate value of machinery and a figure of £1,000 
per factory to represent wages and profits ; wage and professional 
incomes in other industries f'y assigning figures for average annual 
earnings (based on wage-rate data with allowance for idle days) to 
broad occupational groups whose sizes were obtained from revised 
census data of 1881. In the later estimates the latter procedure 
was greatly refined by applying separate figures of annual earnings 
to small sub-groups of wage- and salary-earners, including some 
primary and all manufacturing industries. Some industry groups 
ignored in the first estimates were added, and the estimates of 
profit incomes improved by using several (still crude) methods as 
checks upon each other. 

The normal decennial census of 1891, coupled with a special 
Census of Industries held for the first time in the same year, 
enabled Coghlan to produce a considerably improved estimate for 
1891 8 which he considered “ a fair approximation ... to the 
amount and to the sources of incomes.” 4 A new estimate on the 
same lines was made for 1894. 5 * Table I reproduces these five 
estimates. 

The estimates for 1891 and 1894 were also published in the 
nowadays more familiar form of income accounts by types of 
income. The introduction of income tax in 1897 enabled Coghlan 
for the first time to draw on income-tax returns for his estimates 
of national income.® The result was the estimate for 1898. This 

J W, da P. 1893, p. 897. 

2 W. <b P. 1887 IS, p. 552, and 1889/90, p. 705. 

a W. <& P. 1893, p. 097 j see also note 5, p. 017. 

4 ibid . 

6 W. do P. 1894, p. 749. 

• W. do P. 189718 , p. 967. Coghlan explains that these estimates “are 
based upon the statistics of income subject to taxation supplied by the taxation 
department, and upon the direct statements of pastoralists, manufacturers, and 
other employers of labour '* (ibid.). Unfortunately, the working sheets relating 
to these estimates do not seem to have survived. 
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Table I 

National Income of New South Wales. 

(£ 1 , 000 .) 


Sources of income. 

1886. 2 

1887. 

1889. 

1891. 

1894. 

Pastoral industry . 

} 10,500 


13,400 

13,326 

9,292 

Dairy farming 

1 

1,400 

} 5,209 

} 5,118 

Agriculture .... 

3,750 

} 17,850 

} 5,650 

Forestry and fisheries 

i 


* 6 

410 

Mineral production 

3,000 

J 

4,450 

4,554 

4,264 

Manufacturing 

House rents 18 

5,750 

5,776 

5,700 

9,840 

7,940 

7,000 

5,900 

6,120 

6,883 

5,661 

Professional .... 

2,500 

2,760 

2,700 

3,129 8 

Civil servants and government 


l 5,108’ 

employees 

2,500 

1,405 

1,620 4 

J 

2,978 » 

Other tradesmen and labourers 

8,000 

— 

— 


— 

Other mechanical and labouring 

— 

8,409 

— 

— 

— 

Personal and household service 
Food distribution . 

1,500 

i 

} 2,018 s 

} 4,680 

} 4,397 

} 3,574 

Trade and commerce, n.e.i. 

* 3,500 

— 

— 

— 

— 

Commerce, trade, etc. . 

— 

— 

8,000 

6,338 

7,468 

Trade and shipping 

Other trade and earnings of 

— 

3,168 

— 

— 


capital .... 

— 

4,278 

— 

— 

— 

Shipping .... 

Transport (by land) 

2,500 



} 1,800 * 

} 3,931 

} 3,184 

Construction 

— 

— 

5,870 

6,414 

5,834 

Female wage earnings . 

— 

2,711 

— 

— 

— 

Miscellaneous pursuits . 

— 

— 

1,560 

400 

228 

Total . 

50,500 

54,275 

62,950 

66,400 

59,080 


1 No allowance for this occupation in 1886 estimate. 

2 See comment page 617. 

8 This item, like all others for specific industries in the 1887 estimate, excludes 
female earnings. 

4 Includes earnings of State railway employees. 

5 Probably included in “ miscellaneous pursuits.” 

• Excludes wages and profits of State railways. 

7 Excludes State railway and postal employees’ earnings included under 
specific designations. 

8 Professional and municipal -service incomes. 

• Earnings of all State employees, other than railway employees. 

10 In the estimates for 1886, 1887 and 1889 this item included rents of business 
properties outside the primary and secondary industries. 

appeared only in the form of division by types of income. 11 Table 
II gives Coghlan’s three estimates of income in this form. From 
1899 onwards Coghlan published four successive estimates of the 
national income of Australia and New Zealand which contain 
totals for the national income of New South Wales. 12 

All Coghlan’s income estimates were estimates of private in- 
come produced. He excluded Government property income 
{e.g., the profits of the State railways and tramways) even though 

u A slightly revised form of this estimate appeared in W. <kP. 1898/9, p. 927. 

11 Seven Colonist 1899/1900, p. 736 ; 1901/2, p.764; Australia and N.Z. 1902/3, 
p. 322; 1903/4, p. 630. 
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Table II 

National Income of New South Wales. 

(£1,000.) 


Types of income. 

1891. 

1894. j 

1898. 

Wage-earners 


25,500 

23,636 


29,679 

Persons working on own account 


7,326 

6,959 

} 

8,176 

2,539 

Professional ..... 
Civil servants .... 

Employers with earnings of capital 

} 

5,108 

} 5,633 


owned in New South Wales 


18,533 

14,181 

} 

19,505 

House rents ..... 


6,883 

5,661 

Absentee incomes .... 


3,050 

3,010 


4,527 

Total .... 

66,400 

59,080 

54,426 


data for this were readily available, but generally included incomes 
accruing to foreign residents. 1 The incomes of banks and other 
financial institutions were not shown separately but “ included 
with the industries from which they are primarily derived. ’ ’ Thus, 
in 1891, “the income derived from the pastoral industry is set 
down as £13,326,000, but a very large portion of this amount con- 
sists of the earnings of financial institutions, though, as might 
naturally be supposed, the exact amount so earned and the amount 
to be set down as belonging to the nominal owners cannot be 
determined with any pretension to accuracy.” 2 The figures for 
rent of dwellings included imputed rents of owner-occupiers. 
Coghlan nowhere discussed the national-income concepts which 
he adopted. But on most points, the definitions underlying his 
estimates can be inferred. For instance, in deriving income 
estimates from output data, he made no allowance for deprecia- 
tion, so that his estimates must be taken as estimates of gross 
national income or product. 3 Presumably, they represent national 
income at factor cost, 4 but included the (then very small) item of 
transfer payments. 5 

1 In the estimates of Australian national income in the last two issues of Seven 
Colonies , however, the incomes of debenture holders in England are excluded on 
the interesting ground that “ these are not in any colony subject to taxation ” 
(Seven Colonies , 1899/1900 , p. 736). 

a W.dfP. 1893 , p. 698. 

8 As shown by the attempt in the working sheets to allow for “ wear and 
tear ” in accounting for the difference between income and consumption; cf. 
Table III. The 1898 estimate, however, being based on income-tax returns, 
may represent net national income. 

4 This would be the case even where the income estimates were derived from 
output data ; for the latter were ostensibly based on values at the place of production. 

6 Even the small portion of public -debt interest which accrued to domestic 
residents did not represent a transfer payment, since the debt was preponderantly 
productive. The working sheets, however, show that incomes of “ pensioners 
and annuitants ” were inoluded in the national income. 
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(ii) Expenditure . Coghlan’s first estimate of the national 
expenditure of New South Wales was for the year 1888. 1 It was 
actually no more than an estimate of private consumption ex- 
penditure, presented under the quaint title “ the Cost of Living.” 
Coghlan added the explanation that “ while the income amounted 
to 54 millions, 2 the expenditure amounted to 48*7 millions, the 
balance of 5*3 millions representing the savings of the people and 
the earnings of absentees.” 3 

Coghlan displayed considerable ingenuity in constructing his 
consumption estimates from very scanty data. The working 
sheets show that he relied mainly on estimates of average daily or 
weekly consumption per head or per family, which may have been 
obtained by more or less formal budget inquiries or from mere 
personal impressions. But he also drew on a great variety of 
other data. A pleasing example is his method of estimating 
annual expenditure on amusements by calculating the gross 
takings of theatres, music halls, race courses and other places of 
entertainment on the basis of number of establishments, seating 
capacity, prices of tickets and number of performances per 
year. 

New estimates of private consumption were later published 
for 1890, 1894, 1897 and 1900, 4 while somewhat peculiar partial 
revisions of the estimate for 1890 appeared as “ estimates ” for 
1892 and 1893. 5 For two of the later years,. Coghlan also at- 
tempted to bridge the gap between income and consumption by 
analysing the various forms of saving; but he had to content 
himself with the publication of estimates for a few of the compo- 

1 W. db P. 1888/9 , p. 334. 

2 This does not appear to have been a separate estimate for 188S but based 
on the 1887 estimate. 

8 W.db P. 1889/90 , p. 380. 

4 W. db P. 1890/1 , p. 743; 1894 , p. 308; 1897/8, p. 1053; 1900/1, p. 775. 

6 W. db P. 1892 (p. 849) presented the 1890 estimate, with revised figures 
only for food and drink, fermented liquor and tobacco, as “ an estimate for 1892.” 
W, db P. 1893 (p. 781) gave a “ revised ” estimate for 1892 which merely added 
£2 million to the total, allocating £1*4 million for “ lodging ” to the item 14 personal 
attendance and service ” and £0*6 million to the item “ art and amusement 
these additions, which were hardly based on any very scientific calculation, dis- 
appeared again from the 1894 estimate. The slim extra volume of the series 
which was published during the depression while the 1894 volume of Wealth and 
Progress was delayed (T. A. Coghlan, A Statistical Survey of New South Wales 
1893/4 , p. 235) gives yet another version of the original 1890 estimate, with new 
estimates only for food and drink, fermented liquors and rent, as an estimate 
for 1893.” These are not the only occasions where Coghlan resorted to rather 
high-handed procedure, though they probably enhanced rather than diminished 
the practical usefulness of his volumes to his contemporaries and do not, as such, 
detract from the scientific quality of those of his estimates which were specifically 
prepared. 
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nent items. 1 These have been added to his estimates of consump- 
tion in Table III. Neither his publications nor his surviving work- 
ing sheets show evidence of any attempts at independent esti- 
mates of private investment. When income tax was introduced, 
Coghlan was careful to add “ direct taxes not falling on trade ” 
as a new item in the Cost of Living. From 1900 onwards Coghlan 
published corresponding estimates of consumption for the whole 
of “ Australasia.” 8 Table III gives his five independent esti- 
mates of the national expenditure of New South Wales. 

(iii) Output. In one sense, Coghlan’s estimates of national 
income “ by sources of income ” really represent what would 
nowadays be called estimates of national output; and, as has 
been pointed out, they were at least partially obtained by the out- 
put method. But Coghlan also presented separate estimates of 
“ general production ” which were, in effect, the “ value added ” 
by the primary and secondary industries. 3 These were probably 
among his most careful and reliable estimates, although even here 
he frequently found it-necessary to publish later revised estimates 
for individual items as better data came to hand. 

For some of the major-industry groups, e.g., mineral produc- 
tion, official output estimates had been collected and published 
for many years back. Coghlan also had at his disposal crop re- 
turns for agriculture and had begun to obtain from manufacturing 
firms annual returns of value of output and raw materials. Cogh- 
lan’s first published estimate of “ total production ” was for 1888, 
as part of a corresponding estimate for all the “ Australasian ” 
Colonies. 4 This was followed by new estimates for each subse- 
quent year, and by two estimates, first published in 1894, for the 
two earlier census years, 1871 and 1881. 6 Table IV reproduces 
the estimates for the years 1888, 1890, 1891 and 1894.* 

1 W.&P. 1894, p. 751 ; 1898/9, p. 928. 

* Seven Colonies 1901/2, p. 867 j Australia and N.Z. 1902/3, p. 536; 1903/4, 
p. 901. 

1 Value of output minus cost of raw materials and fuel. In aggregating the 
value of output of the various industry groups, Coghlan, from 1894 onwards, made 
further deductions for “ raw materials twice included ” (e.g., feeding-stufis already 
included in agricultural output) (W. d> P. 1894, p. 569). The figures for mineral 
production, however, seem to have been taken straight from the estimates of the 
Department of Mines without any deduction for the substantial value of fuel and 
other raw materials used. 

* Seven Colonits 1890, pp. 137 f. 

' Seven Colonies 1894, p. 269. 

' The estimates for 1888, 1890 and 1891 are from Seven Colonies (1890, 
pp. 137 f.; 1892, p. 196 ; 1894, p. 269) ; that for 1894 from Wealth and Progress 
(1894, p. 569). The estimate whioh is here presented as an estimate for 1891 was, 
like the corresponding national income estimate, published as an estimate for 
1892; of. note 6, p. 617. 
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Table III 

National Expenditure of New South Wales. 


(£ 1 , 000 .) 



1888, 

1890. 

1894. 

1897. 

1898. 

1900. 

Consumption : 







Food and beverages 

15,750 

15,873 

16,239 

18,654 

— 

18,347 

Fermented liquors . 

4,680 

4,774 

3,931 

4,086 

— 

4,769 

Tobacco 

780 

1,194 

1,208 

1,039 



1,259 

Clothing and drapery 

7,470 

900 

8,392 

6,567 

7,158 

— 

8,231. 

Furniture 

806 

477 

716 

— 

680 

Kent (dwellings) 

6,000 

6,727 

5,661 

5,761 



5,511 

Locomotion . 

1,640 

1,706 

1,600 

1,776 

— 

2,053 

Fuel and light 

1,780 

1,797 

1,853 

1,960 



1,760 

Domestic service 1 . 
Lodgings 

Medical and nursing 

1,990 



920 

1,918 

1,428 

} 1,460 
1,432 

} 2,428 
1,519 

= 

} 2,371 
1,512 

Keligion, charities and 






private education 

860 

716 

754 

944 



1,213 

Art and amusement 

1,050 

996 

998 

1,111 

— 

1,290 

Books and newspapers 
Direct taxes not falling on 

600 

765 

758 

804 

— 

765 

trade .... 
State services, postage, 
succession dues . 

— 

— 

— 

734 

— 

519 

730 

743 

579 

288 2 

— 

398* 

Other household expenses 

1,550 

2,815 

1,950 

2,013 

— 

1,866 

Miscellaneous expenses . 

2,000 

1,482 

1,199 

1,272 

— 

1,275 

Total 

48,700 

52,132 

46,656 

52,263 

52,563 

53,819 

Savings , etc. : 



Local rates 

— 

— 

506 

— 

793 

— 

Losses by fire * 

— 

— 

— 

— 

(400)* 

— 

Calls by banks 

Conditional purchase (of 

— 

— 

750 

— 

— 


land from the Crown) . 

— 

— 

1,052 

— 

1,105 

— 

Life insurance premia 

— 

— 

910 

— 

910 

— 

“ Savings ” (at least) 

— 

— 

3,300 

— 

4,000 

— 

Absentee incomes . 

— 

— 

3,010 

— 

5, 505 4 

— 

Wear and tear * 

— 

— 

— 

— 

— 

— 

(Balance) 

— 

— 

(2,896) 

— 

(250)* 

— 

National (private gross) 





64,426 


income 

— 


59,080 

— — 



1 Includes other forms of “ personal attendance.” 

* “ Not incidental to earning incomes ” ; postage and telegrams only. 

* Not published ; taken from working sheets. 

4 The difference between this figure and the corresponding figure in Table II 
is due to the fact that the figure in Table II related to 1897, the 1898 estimate not 
having been available when the estimate of national income for 1898 was prepared. 

5 Clearly, this balance is too small to allow for depreciation and suggests that 
the figure of £4 million for (net) “ Savings ” was an overestimate. 

Each of these estimates is reproduced here as it was first pub- 
lished. Almost every component estimate was later revised. 
Thus, the three earlier estimates of pastoral production were later 
brought into line with the 1894 estimate, which was the first to be 
based on a more careful attempt to value output at the place of 
production; the 1888 figure for agricultural production relates 
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Table IV 


Value of Production of New South Wales. 

(£ 1 , 000 .) 



1888. 

* 1890. 

1891. 

1894. 

Agriculture .... 

4,150 

4,131 

3,584 

3,396 

Pastoral industry . 

} 13,069' 

13,360 

14,725 

11,168 

Dairy farming 

2,888 

2,736 

2,548 

Forestry and fisheries 

786 

1,343 

1,502 

689 

Mining .... 

Manufacturing 

3,800 

6,004 

6,396 

4,858 

5,770 

(7,616)* 

7,798 

7,627 

Less: Kaw materials twice in- 

— 

— 

— 

30,286 

cluded .... 

— 

— 

— 

185 

Total primary production 

— - 

26,726 

— 

— 

“ Value of production ” 

27,564 

(34,341 1 1 

36,741 

30,101 


1 Not included in original estimate ; estimate for manufacturing from W. & P 
1893, p. 472. 


to the crop year 1887-8, the other three to the crop years ending 
in March of the following year ; the mining estimates were later 
revised upward chiefly to allow for previously unrecorded pro- 
duction of iron ; the estimates for dairy farming and manufactures 
were frequently adapted to changed classifications of subdivisions 
of the industries (undertaken largely in order to secure some uni- 
formity with the official statistics of the other Australian Colonies) ; 
and so forth. The apparent violent fluctuations in the output of 
forestry and fisheries must also be ascribed to revision of estimates 
which had to be made on exceedingly scanty data. 

Coghlan was aware that the “ value added ” by the various 
industries exceeded their contribution to the net national product, 2 
and he appears to have made an attempt to ascertain the true 
income produced by the manufacturing industries but found the 
results too unsatisfactory for publication. 8 

The deficiency of his production data precluded Coghlan from 
presenting his income, output and expenditure estimates in the 

* He explained (Seven Colonies 190112, p. 689) that, after deducting wages 
from the value added in the process of manufacture, “rent, insurance, de- 
preciation, etc.” still had to be allowed for before one could state “ the profits 
on the business.” A more detailed list of the items composing the difference 
between value added and income produced was given by Coghlan’s successor in 
the first issue of the Official Yearbook of Neu> South Wales 1904/5 , p. 238 : “A 
considerable margin must be allowed for such items as renewal of, and deprecia* 
tion in, plant and machinery, etc., insurance, rent (when the buildings are not 
owned by the manufacturers), advertising, rates, taxes other than duty or income 
tax.” 

* W. dr P, 1893 , p. 473. 
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modem form, as parallel and alternative statements of the same 
magnitude. Neither could it be claimed that he fully appreciated 
the value of this procedure as a means of checking the reliability 
of each set of accounts. In other respects, however, Coghlan made 
bold use of his statistical data to reveal economically significant 
trends and relationships. Thus he calculated, and speculated on 
the significance of, the ratios of national income to (primary and 
secondary) “production ” in each of the “Australasian ” Colonies ; 1 
the ratio of national (private) income to national (private) capital ; 2 
national income per head of working population ; 3 the distribution 
of income between different income groups ; 4 trends of real in- 
come (value of output at constant prices) ; 6 and international 
comparisons for several of these relationships. 6 

H. W. Arndt 

University of Sydney. 


Formalisation of Mr. Harrod’s Model 

In an earlier paper 7 I contended that Mr. Harrod’s model 
was formally incomplete, if we confined ourselves to the premises 
explicitly stated. This note is intended to suggest ways in which 
the implied assumptions on entrepreneurial expectations can 
be made explicit, and a complete model constructed with their 
aid. 

Mr. Harrod’s explicit assumptions are that ex post saving 
(investment), S(t) in period t , is a constant proportion, s , of 
income in period t — 1, Y(t — 1), i.e., that 

(1) S(t)=sY(t- 1), 

1 Seven Colonies 1901/2 , p. 766. 

* Australia and N.Z. 1902/3 , pp. 323 f. Besides his estimates of national 
income, Coghlan published annual estimates of the national (private and public) 
capital of New South Wales from 1887 until 1893 and again for 1898 and 1900 
(W. db P. 1886/7-1900/1). 

8 Australia and N.Z. 1902/3 , p. 325. 

4 ibid., p. 322. 

5 W. <& P. 1900/1 , p. 751, and earlier volumes. The 1894 volume, for instance, 
gives the following table (p. 570) : 

Total Production of N.S.W. 

At 1871 prices. At 1894 prices. 

£ £ 

1871 .... 15,379,000 8,314,730 

1888 .... 29,415,800 14,994,110 

1891 .... 56,914,500 28,658,000 

1894 .... 59,044,900 30,100,660 

8 e.g. t W. & P. 1900/1 , pp. 774, 776. 

* “ Notes on Some Dynamic Models,*’ Economic Journal, December 1948. 
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and that desired investment may (as a first approximation) be 
taken to be based entirely on the acceleration principle, *.e., 
that desired investment in period t, I(t), is a constant proportion, 
C, of the rise in inoome in period t above that in the preceding 
period, so that, 

(2) I(t) = C[Y(t)-Y(t-l)]. 

If we are to have investment demand satisfied, t.e., I(t) = S(t), 
then income must behave in a special maimer given by (1) and (2) 

t.e., sY(t - 1) = C[F(t) - Y(t - 1)] or 

(3) Y w (t) =^-±ir(« - 1), 

where we say that this is warranted income, 1 as distinct from 
actual income, Y(t) (modifying Mr. Harrod’s terminology 
somewhat). 

So far we have only enough information to tell us what (in a 
sense) ought to happen, but not enough to tell us what does, in 
fact, happen. We do, however, have some information about 
Mr. Harrod’s views about this from the following arguments : 

(а) The warranted income path is self-preserving (so long as 
full employment is not reached) because once on it, entre- 
preneurs will see that they are just satisfying investment demands 
with their outputs and so will continue, as before, increasing 
output at the warranted rate. 

(б) The warranted income path is unstable, for, e.g., if income 

1 I employ equation (1), rather than S(t) — sY{t) as I did in my note referred 
to above, because this, together with (2), give for the warranted income Yw(t) = 
C 

g ■■■ — - Y(t — 1) as the reader may easily verify, and this has the peculiarity that 

for s > C > 0 a warranted income must not grow at a constant geometric rate as 
an intuitive examination would lead us to expect, but rather national income 
must oscillate from period to period, and must be negative every other period 
if investment demand is to be satisfied ! Another alternative, suggested to me 
by Professor Popper, is that we take saving to depend on income anticipated in 
the next period, t.e., S(t) = sY(t -f 1), which with (2) gives for warranted income 
C C 

Y w (t) == - Y(t — 1) — - Y(t — 2), a second-order linear equation. This can 

have no oscillations like those of the preceding case provided $ and C are both 
positive, which seems reasonable on economic grounds. For C> is this gives 
an explosive time path for warranted income as Mr. Harrod’s analysis suggests, 
but for C < 4s warranted income behaves cyclically. 

The difficulty of oscillation in warranted inoome disappears as well if we 

JTT 

employ Domar’s differential equation approach, taking I(t) *= C~ and S{t) «= sY, 
ft 

which gives Yw{t) «= K& , but the assumption here is that investment demand 
is based only on the experience of what we might call (in mathematically bad 
taste) an infinitesimally small period of time. 
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increases more rapidly than warranted there will be excess invest- 
ment demand, entrepreneurs will try to increase their outputs 
so much in the next period as to make up for this deficiency, 
and this will cause output to increase still further above the 
warranted amount. 

Argument ( b ) may seem to suggest that entrepreneurs change 
their outputs just by the amount they think necessary to make 
up for the excess demand, I(t — 1) — S(t — 1), (positive or 
negative) in the preceding period, so that in period t they 
produce 

(4) Y(t) = Y(t - 1) + 1(< - 1) - S(t - 1) 

= (1 + C)Y(t - 1) - (a + C)Y(t - 2). 

As we shall see presently, this does not really suit Mr. Harrod’s 
specifications, but we might note a few of the properties of the 
system. It involves a second-order-difference equation with 
characteristic equation 

X 2 — (1 + C)X + (s + C) — 0 ; 

if on economic grounds we take s > 0, C > 0, it has no negative 
roots. If s + C> 1, which seems economically plausible though 
not without exception, then at least one of the roots must be 
greater than unity in absolute value so that the system will be 
explosive. Finally, if 

(1 + C) 2 - 4(s + C ) 

is negative, i.e., if 

1 — 2Vs<( 7<1 + 2 Vs, 

(on economic grounds I assume s < 1 throughout) 

then the roots will be complex, which means that the dynamic 
system will involve cycles of growing amplitude. This can 
happen independently of ceilings and floors such as those pro- 
vided by the natural rate of growth or those suggested by Hicks, 1 
and against which the system is taken to bounce up and down. 
If, however, we have 

C>1 + 2VJ 

the system will explode either upwards or downwards depending 
on the initial impulse. 

The reason this system cannot really be what Mr. Harrod 
had in mind is that it does not satisfy condition (a), i.e., the 
warranted rate, once attained will not be adhered to. For 
presumably the warranted rate of growth is positive, i.e., e> 0 

1 J. R. Hicks, “ Mr. Harrod’s Dynamic Theory,” Economica, May 1949. 
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and C > 0 in (3), but once the warranted rate of growth is attained, 
by definition 

I(t) = S(t) so that (4) gives 
Y(t + 1) - m 

which means a departure from the (positive) warranted rate of 
growth of income. 

I suggest that a system closer to that which Mr. Harrod 
had in mind can be obtained by assuming that entrepreneurs 
plan (because of past experience?) to increase their output at 
warranted rate unless there is (positive or negative) excess 
demand I(t) — S(t), in which case they plan to depart from the 
warranted rate by an amount sufficiently great to make up for 
the excess demand. This gives (compare (3) and (4)) 

Y(t) = Y(t - 1) + m - 1) - S(t - 1). 
or, substituting from (1) and (2) 

(5) Y(t) = ^±^-+- 5 Y(l -1)-(G+ s)Y(t - 2). 

The time path of income given by this equation can easily be 
shown to have properties much like those suggested by Mr. 
Harrod’s analysis. The characteristic equation has no negative 
roots if C rfnd s are both positive. If G + s exceeds unity, at 
least one of the roots must be greater than unity in absolute 
value. Moreover, there are no complex roots. 1 

All this means that income must follow a path which is 
explosive upwards or downwards depending on the direction 
of the initial impulse. It is also easily seen that if (5) holds, 
the warranted rate of growth, once attained, is self-perpetuating. 

To see what happens when there is a departure from warranted 
income, Yw(t) , write for “ the gap ” 

(6) D(t) - Y(t) - Y w (t) - I(t - 1) - S(t - 1), (by 5), 


has a minimum with 


Moreover, ggj = 2, so 


1 For complex roots require 

[ 21 ± c ± .j < 1[0 + , ! 

or Z = C* - 2 C* + [1 - 2s]C* + 2C« + «* < 0, which 

pLfV 

respect to a at — 2[C — 0 s ] -f 2« = 0 
or S ~C, 

which substituted into the equation for Z gives Z — 0. 
that there is no value of Z < 0. 
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so that by (1) and (2) we have, in the next period 

D(t + 1) = I(t) - 8(t) = 

C[Y w (t) + D(t) - Y(t - 1)] - sY(t - 1) = CD(t), 

by (1), (2), (6) and (3) which means that the departure from the 
warranted income will grow ever larger if, and only if, C > 1 and 
will tend to disappear in the long run if G < 1. 

From all this it would appear that an assumption something 
like that given by (5) is what is required to make Mr. Harrod’s 
system work the way he says it does. At any rate this attempt 
to bring out the underlying assumptions in explicit form may help 
in evaluating the empirical validity of the system. 

William J. Baumol 


OFFICIAL PAPERS 
Five Economic Surveys 1 

There was a time, not very many years ago, when an 
economist could legitimately feel that, while in the fields both of 
theory and of applied economics great progress was being made 
in matters of detail, there was insufficient study of the trends of 
the world economy as a whole, as well as of that of particular 
nations. Before the war this gap was already beginning to be 
filled. In particular, the brilliantly edited annual world surveys 
produced by the League of Nations enabled one to see the 
developments of one’s own country in their world setting. Since 
the end of the war there has been such a proliferation of surveys, 
national, regional and world-wide, that one has begun to ask 
which among them are the “ must’s,” and which can decently be 
left for reference rather than reading. 

Here are five surveys. Two are concerned with world 
problems. Three are concerned with regional problems. Each 
in a separate way adds to our knowledge. There are various 

1 World Economic Report, 1948 . United Nations Department of Economic 
Affairs, Lake Success, New York. H.M. Stationery Office. 15*. 

Economic Survey of Europe in 1948. Prepared by the Research and Planning 
Division, Economic Commission for Europe, United Nations, Geneva. H.M. 
Stationery Office. 12*. 6 d. 

Economic Survey of Asia and the Far East , 1948. Prepared by the Secretariat 
of the Economic Commission for Asia and the Far East, United Nations. H.M. 
Stationery Office. 10*. 

Report on the Progress of Western European Recovery , 1945-8. Organisation 
for European Economic Co-operation, Paris. 

Nineteenth Annual Report of the Bank for International Settlements , 1948-9. 
Basle. 
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ways in which one could attempt to review them. I think the 
most useful way will be to look at the main problems and trends 
of the world economy and see what each of them in fact con- 
tributes to the understanding of these problems. 

The great economic problems of the world to-day, most 
economists would agree, fall into two broad categories. The 
first is that of making the structural adjustment in the world’s 
trade and in the economies of the different nations so that they 
can balance their overseas payments at levels which will provide 
tolerable standards of life for their peoples. The second is that 
of enabling countries with very low standards of living to make 
such advances that democratic institutions may survive and 
prospects of peace be improved ; this particularly affects Asiatic 
countries. 

Of the problem of structural adjustment, by far the greatest 
is that of the whole relations of Europe and North America. 
The dimensions of this problem have gradually been emerging 
during the past two years. The purely British aspects have been 
known in outline since the Stage II lend-lease negotiations of 
1944 and the Washington loan negotiations of 1945. But the 
full di ffi culties of making the necessary adjustments have lately 
become much clearer. The very similar problems of the other 
countries of Western Europe were first appreciated during the 
Paris Conference of 1947. They became much more fully evident 
when the long-term programmes of the Western European 
Countries were presented to the Organisation for European 
Economic Co-operation during the late autumn of 1948. The 
Interim Report on the European Recovery Programme of O.E.E.C. 
disclosed the very wide gap that had to be closed if a balance was 
to be reached by 1952. 

To the measurement of the dimensions of the problem none of 
these reports make any significant new contribution. For the 
Western European Countries, the Interim Report remains the 
best authority as to that. The O.E.E.C. Report on Progress of 
Western European Recovery shows that the balance of payments 
deficit with the non-O.E.E.C. world of the ton chief countries of 
Western Europe other than Germany had halved between 1947 
and 1948. The Economic Survey of Europe, covering an appreci- 
ably wider area and including East-West trade with the European 
iron-curtain countries as intra-European trade, shows a reduction 
in the adverse balance of Europe as a whole from $7*6 billion to 
$5*6 billion, and a reduction in the balance as against the United 
States alone from $5*7 billion to $3*6 billion. 
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The earlier Interim Report of O.E.E.C. had expressed grave 
concern as to whether, with the then existing policies and exchange 
rates, there was a prospect of eliminating the Western European 
deficit before 1952-53. When that report was written at the end 
of 1948 it seemed likely, on the best assumptions that could be 
made of the absorptive power of markets and of the likely 
elasticities of demand, that there would be a deficit, if existing 
policies and exchange rates were continued, of the order of $3 
billions. The practical problems, as they then appeared, were 
those of changing the economic policies and structures of Europe 
and of improving Europe’s competitive power sufficiently rapidly 
to get a balance. But the central issue was, and remains, 
whether the balance with North America is to be a high-level or a 
low-level balance. Are the necessary adjustments to be made 
chiefly by contracting purchases from North America, or chiefly 
by expanding exports to North America both directly from Europe 
and on a multilateral basis from other countries ? 

The future prosperity of the world will turn very largely on 
which of those lines of solution predominates. It is fatally easy 
to slip into a situation in which the exports to North America 
are not greatly expanded, and purchases from North America are 
contracted to accord with the limited dollars that become available 
through North American imports and lending. Such a solution 
will be disastrous to the world. The countries of Europe, unless 
they can very rapidly readjust their economies, will find them- 
selves, for a period at least, unable to provide sufficient food to 
maintain satisfactory nutrition and sufficient materials to keep 
their industries in full operation. The countries of North 
America will find themselves precluded from selling in their 
traditional markets and forced into tremendously painful 
structural readjustments. The potential political problems of 
Europe, if large-scale unemployment emerges, need scarcely be 
stressed; the democratic institutions of Western Europe may 
be in jeopardy. The potential political consequences for North 
America are scarcely less great. There will be grave dangers of 
growing antagonisms, of the break-up of the world not into two 
but into three great divisions. 

Meanwhile the problems of practical policy for Europe are 
immensely difficult. On the one hand, it would be disastrous to 
do anything which would put obstacles in the way of the better 
solution — the achievement of a high-level balance with North 
America. On the other hand, it would be equally disastrous to 
make wholly unrealistic assumptions about possible European or 
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other longer-term earnings of dollars and to fail to take adequate 
action now |o enable Europe and the United Kingdom to survive 
if dollar earnings are disappointingly low. The potential dangers 
in the latter case are so immense that any wise man would probably 
think it safer to guard against some of the more extreme risks. 

The gravity of this problem cannot be exaggerated. One 
would expect any competent economic survey of 1948 to be 
primarily concerned with it, and with the prospects of a satis- 
factory solution through a high-level balance. In fact, only the 
Economic Survey for Europe has any substantial new contribution 
to make to this group of problems. But the contribution is so 
important and so distinguished that it should be read and pondered 
carefully by all who are concerned with these vital issues. 

The Survey begins, naturally, with three chapters which trace 
the recovery of Europe in terms of production, of the search for 
internal equilibrium, and of capital formation. Down to the end 
of 1948 it remained possible to contemplate these figures with some 
measure of self-congratulation. And after a summer of self- 
incrimination it may be right for an Englishman to hearten 
himself by remembering, first, that not only industrial production 
but also output per man-year in British industry is revealed to be 
significantly higher than in 1938, and, second, that the share of 
personal consumption in the national income was no more than 
69% in 1948 as against 78% in 1938; if we live outside our 
resources it is not because we are living softer. 

But the heart of the Survey is reached in the following chapters, 
which deal with the trade problems of Europe — its pattern, the 
price movements and terms of trade, the extent to which prices 
have really been competitive, the balance of payments in overseas 
trade and the changes in intra-European trade. There are 
passages here which reflect the relative optimism of the end of 
1948. We are told, for example, that “ the recent trends in 
European exports and imports . . . reflect marked progress 
towards equilibium in trade ”, and that a continued rise com- 
parable to that of 1948 would bring a balance with 1938 imports 
if it could be continued to mid- 1951. But in the main there is 
hard-headed and realistic thinking. This is particularly true of 
the chapter on prices in international trade. Undoubtedly it 
contains some adventurous statistical calculations. One might 
question, for example, the validity of treating United States 
prices of food, drink and tobacco, affected as they are by internal 
agricultural policies, as more valid prices than those of which the 
United Kingdom buys its imports. But the chapter marshalls, 
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as no other work that I know has done, the evidence from which 
one could judge the competitive position of Europe at pre-devalua- 
tion exchange rates. 

The chapter to which I think all readers will find themselves 
returning again and again is the final chapter on problems and 
prospects. That chapter puts the European problem in its world 
setting far better than anything else that has been written. I 
cannot hope to summarise it here. The main points which it 
stresses are these. The year 1948 has seen rapid and considerable 
improvement. The levels of production are back to pre-war 
levels or higher. But Europe is not paying for the materials 
necessary to maintain these high levels of output. That requires 
an increase of some 60% in exports. But the increase needs to 
be directed almost wholly to the earning of dollars or the saving 
of dollar imports. How far that can be done will depend more 
than anything on the ultimate pattern of the United States 
balance. 

It then goes on to describe the dual nature of United States 
trade. The older pattern, in which the United States first en- 
gaged, showed exports of primary products, largely to Europe, 
paid for by imports of manufactures. As the United States has 
grown up to be a great manufacturing nation, a new pattern has 
emerged. Exports of manufactures have paid for imports of 
primary products, largely from tropical areas. In the war, the 
shortage of other supplies drove the world back on to the surplus 
production of North America. At the same time it made 
America more accustomed and able to dispense with European 
supplies of manufactures. 

Which solution will the United States adopt ? Will it export 
less, import more, or lend more ? If it is to export less that must, 
if exchanges are relatively free, mean that American exports decline 
because European exports are cheapened and the terms of trade 
of Europe made more adverse. If the balance is to be reached by 
higher American imports, these would have to increase appreciably 
beyond the pre-war proportion of imports to national income — a 
proportion which has been significantly reduced during the war 
years. This again would be possible only if European terms of 
trade were worsened. 

The third alternative of lending is posed in the Survey. 
Whether it can go far to bridge the gap in the United States 
balance of payments, I doubt. The surplus in 1948 was about 
$5*7 billion. Few American economists believe that commercial 
lending on a scale much more than $1-2 billion is likely. The 
No. 236 — von. Lix. xj v 
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problem is thus in the main a question of the future of United 
States imports and exports. 

Since the Survey was written we have taken the measures 
which will cheapen British and European exports generally. 
The great question is whether we can now prevent price rises and 
secure the high-level balance that the world so badly needs. This 
is a question which the Survey cannot solve. But it has made an 
immense contribution to the world’s understanding of it. 

If I may turn now to the Economic Survey of Asia and the Far 
East , that is in the main concerned with problems of production 
rather than trade. A valuable introductory section deals with 
the general characteristics of Asian economy and the salient 
changes since the War. It stresses the predominantly agricultural 
basis of the economies, their under-development industrially, 
their low productivity, but above all the high rates of population 
growth. While political independence has brought large areas of 
Asia new responsibilities, their problems have clearly become 
much more difficult— a point which emerged with great clarity 
at the recent Commonwealth Relations Conference. For the 
new democratic institutions must show progress if they are to be 
stable and permanent. And with small internal resources in 
Asia and diminished investible surpluses in Europe, the problems 
of the finance of the much-needed investment are very difficult. 
But above .all, food production is failing to keep up with popula- 
tion growth. And with higher prices and increased need for food 
imports and low prices of certain exports, notably rubber, a 
number of the Asiatic countries have found great difficulty in 
balancing their payments. 

The position of Japan in all this does not emerge with great 
clarity. Indeed there is more material about certain aspects of 
Japan in the World Economic Report than in the regional survey. 
It would seem clear that other Asiatic countries are hesitant to 
become dependent on Japan, and that for the moment at least 
Japan is tending to be more closely integrated with America than 
with Asia. In 1948 Japanese textile production was only about 
a quarter of the pre-war volume. The regional survey is sceptical 
of any rapid recovery of markets. But it is not easy to get from 
any of these sources a coherent picture of the trends of the 
Japanese economy, of the level at which payments look likely to 
be balanced, or of the probable longer-term commodity composi- 
tion of Japan’s exports. In the regional survey, Japan is one of 
the four countries for which no balance of payments analysis is 
given. In the world report, some total figures are given, but little 
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in the way of useful detail. This is a serious defect, since Japan’s 
plaoe in the longer-term world-trade pattern is of great import- 
ance. 

In comparison with the European Survey, any reader will, I 
think, feel that this Asiatic Survey is a trifle pedestrian. It 
marshalls most of the necessary evidence. But it does not, in the 
same powerful way, get to grips with the great problems. 

May I come back, then, to the qualities of these Surveys. The 
Economic Survey of Europe in 1948 has a first place in the shortest 
possible list of “ must’s ”. It is beautifully written. It faces 
the big problems. It adds immensely to our comprehension of 
them. If its bravest statistical adventures are occasionally open 
to challenge on technical grounds, it is seldom — if ever — that the 
resultant analysis would be changed by a change of the statistical 
evidence. 

The Report on the Progress of European Recovery is a useful 
addition to our knowledge of the trends of the O.E.E.C. countries. 
It does not set out to tackle the big problems. That was done for 
O.E.E.C. in the Interim Report . But there is a great deal of 
useful and interesting statistical material here. A table, to take 
a single example, on p. 38 shows that of 222 million working days 
lost through industrial disputes in seven major European countries 
in 1919-21, as many as 147 millions were lost in the United King- 
dom; of 45 million working days lost in 1946-48, less than 7 
million were lost in the United Kingdom and over 35 million in 
France. In the main this volume is most useful for statistics of 
production in the O.E.E.C. countries, for trends of exports of 
different countries and for information on their internal financial 
stability. 

The Economic Survey of Asia and the Far East is a very 
valuable source of statistical and other information, particularly 
on the food and production aspects of Asian problems. But it 
deals fully and thoroughly also with the vital problems of currency, 
banking, public finance and the control of inflation. 

The Bank of International Settlements Annual Report also con- 
tains a vast amount of useful material. It is especially good on 
E.R.P. aid generally and on the detailed working and results of 
the European payments agreements which are administered 
through the Bank. There is a very interesting table (p. 20) 
which relates the E.R.P. net aid (after allowance for drawing 
rights given to other European countries) to the national incomes 
of the various countries. The net aid allotted for mid- 1948 to 
mid- 1949 was equivalent to 2*4% of the national income for the 
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United Kingdom. It was equivalent to 6*5% for France, and to 
10-8% for the Netherlands. It was under 1% for Belgium and 
Sweden. There is a competent general discussion of the trends 
in European balances of payments and useful tables dealing with 
the United States balance. If the discussion of that problem is 
not on the high level of the Economic Commission for Europe’s 
Survey, it certainly makes readily available further material for 
anyone who wishes to think about it. The whole volume forms 
a most valuable work of reference. 

I have deliberately left until last the United Nations World 
Economic Report, 1948. This ought to be the volume in which 
the various regional problems, so admirably discussed in the 
European and Asiatic Surveys, are brought into the context of 
the general world situation, and focused in their relation to the 
general world trends. The World Economic Report fails completely 
to live up to any such ideal. It is, apart from a very few sections, 
an arid, jejune, ill-conceived and ill-written work of scissors and 
paste. It neither comprehends the world’s problems nor adds to 
our understanding of them. It is at its best no more than a boring 
summary of what is much better written in the regional surveys. 
It contains, it is true, a certain amount of useful additional 
statistical material. Most of it might with advantage have been 
relegated to a volume of straight statistics. It contains some 
very dull accounts of the activities of the specialised agencies. 
At its worst it fails, because it so conspicuously fails in compre- 
hension of the world’s problems, to provide the statistics which 
would illuminate them. 

I can illustrate this failure best by one or two examples. 
The success of Europe in reaching a high-level balance of pay- 
ments will turn largely on success in achieving a large volume 
of manufactured exports. For individual European countries, 
and for O.E.E.C. as a whole, we know approximately the present 
volume of manufactured exports and how it compares with that 
of pre-war years. But we do not know the present total of world 
trade in manufactures nor how it compares with the pre-war 
trade, and we can only guess what has happened to the shares of 
the world trade held by the countries that are large exporters. 
We do not know enough to be able to judge how far the present 
increase of British or other exports of manufactures may be due 
to a larger world trade, to the temporary absence from the markets 
of Germany and Japan, or, on the other hand, what exactly has 
recently been happening to the United States share in the total. 
These are all figures for which before the war one relied on the 
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League of Nations statistics. That they are not included in this 
volume is very shocking. 

The second example I would take is the treatment of the United 
States balance of payments. There is no single phenomenon in 
the world to-day that is of an importance at all comparable to 
that. How many dollars are going to be made available to the 
world? What were the prospects of larger earnings if prices 
could be reduced as they now have been by devaluation ? What 
are the prospects of lending ? What about the tariff ? These are 
questions that leap to the mind of anyone who begins to think 
about these problems. The World Economic Report , covering not 
only Europe but also America, written at Lake Success, is surely 
the volume to which we ought to turn for an authoritative and 
responsible view on these urgent questions. What are we given ? 
On the foreign trade and balance of payments of the United 
States there are some three pages of ineffectual discussion which 
has nothing more profound to say about manufactured imports 
than that in 1948 they were lower than pre-war but a little larger 
than in 1947. The only attempt to get to grips with big problems 
is in a concluding general section of the chapter on international 
trade and finance which is mainly concerned to stress the diffi- 
culties caused by lack of convertibility. To my mind this section 
throws little light on the real problems. It deals principally with 
the surface phenomena of excessive dependence on bilateral 
bargaining, on exchange control and on capital movements and 
gifts on a scale far beyond normal commercial lending. It does 
not probe down into the real underlying discrepancies between 
the existing economic structures and those that are appropriate 
to a post-war world. Nor does it ask how these discrepancies are 
to be removed. 

I have taken space to pillory this piece of ineptitude because 
I do not regard it as venial. The economic pattern of the next 
generation is being worked out with almost break-neck speed. 
There is very grave danger of opportunities being missed and 
errors being made, which may not only impoverish Europe but 
also lead the world into a prolonged period of difficulty and 
disaster. If we are to overcome the difficulties and seize the 
opportunities, the first necessity is that the nature of the world’s 
problems shall be fully understood. And to that end the first 
task is to secure that they shall be properly formulated. Once 
the problems are properly stated and properly faced we shall be 
sqme way to their solution. The Economic Commission for 
Europe has magnificently risen to the occasion. The central 
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organisation at Lake Success has completely and disastrously 
failed. 

It is not easy for anyone remote from Lake Success to put his 
finger on the causes of this failure. It may be that any writer at 
Lake Success is too dominated by the daily life of an economy in 
which international trade is relatively unimportant. I myself 
would say that the volume appears to lack an architect. Before 
the war a series of distinguished economists gave a unity and 
direction to the corresponding surveys of the League of Nations. 
Mr. Kaldor and Mr. Lary have given a similar unity to the 
European Survey. I would suggest that the wholesale re- 
organisation which is clearly necessary should include bringing 
in some one in a similar capacity at Lake Success. Meanwhile 
one can only ask whether such volumes as this justify the im- 
mobilisation by the United Nations of so much talent. 

There is one final matter about which, on behalf of all readers 
of these Surveys, I feel that I must register a strong protest. All 
of these volumes, good or bad, will be used not only for a single 
reading but as continuing works of reference. I myself have been 
using them as such for the greater part of the last month. But 
not a single one of them possesses an index. So long as one is 
working with them continuously, with the help of the tables of 
contents or the index of statistical tables, one can usually run to 
earth what qne wants if one has sufficient determination and 
leisure. But after even a few days absence from them it begins 
to be difficult to find the reference or the figure that is needed. 
Surely it would be not only an act of reasonable courtesy, but an 
immense saving of man-hours and temper to many scholars and 
officials, if the United Nations and the other bodies concerned 
could be induced to prepare proper indexes of their publications. 

Austin Robinson 

Sidney Sussex College, 

Cambridge. 


Current Topics 

The International Economic Association has now been 
formally established. At a meeting of the Interim Executive 
Committee, held in Paris during July, it was reported that 
the national associations or representative bodies of five countries, 
the United States, Great Britain, France, Canada and Norway, 
had already signified their willingness to adhere to the Association, 
and that others had the matter actively under consideration. 
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Plans are now being worked out for a first meeting of the Council, 
to be combined with a small round-table Conference, and to be 
held during the Autumn of 1950. 


The International Association for Research in Income and 
Wealth, under the Chairmanship of Professor Simon Kuznets, 
held its first meeting to discuss technical papers at King’s College, 
Cambridge University, August 27 to September 2. The member- 
ship of the Association is composed entirely of scholars working 
in these fields. About seventy-five persons from twenty-four 
countries assembled to discuss the programme centred around 
four general topics: (1) the theory of social accounting; (2) 
recent experience in the use of social accounting in six countries 
(Sweden, Norway, Netherlands, France, Great Britain and the 
United States) ; (3) the role of government in and the effect of 
socialisation on the measurement of national income ; and (4) the 
problems of measuring and comparing real income. The Inter- 
national Association plans to publish a volume arising out of the 
papers discussed at these meetings. 

Mr. J. R. N. Stone was elected Chairman to succeed Professor 
Kuznets, and the following members of council were elected : 
Professor Morris Copeland, Mr. Milton Gilbert, Professor E. F. 
Lundberg, Professor F. Perroux, Professor V. K. R. V. Rao, with 
Professor Kuznets ex officio and Dr. J. B. D. Derksen, Professor 
B. Barberi and Mr. Colin Clark as co-opted members. The new 
Secretary is Miss Phyllis Deane, succeeding Dr. D. Creamer. 

Henceforth the secretariat of the International Association 
will be housed in the National Institute of Economic and Social 
Research, 2 Dean Trench Street, Smith Square, London, S.W.l. 


Professor Bryan Tew, now Professor in the University of 
Adelaide, has been appointed to the Chair of Economics in the 
University of Nottingham. 


Houblon-N orman Fund . — The Trustees, on the recommendation 
of the Advisory Committee, have made the following awards for 
1949/50 : — 

Fellowship. 

J. A. S. L. Leighton-Boyce, Research Country Banking in the Eighteenth 
Student, University of Oxford. and Early Nineteenth Centuries. 
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Research Grants. 


W. C. E. Hartley, Bonk Official. 

J. M. Holden (Fellow 1948/49), Assist- 
ant Lecturer, London School of Eco- 
mics, from October 1949. 

F. R. J. Jervis, Assistant Lecturer, 
Technical College, Derby. 

F. A. Judd, Bank Official. 


R. O. Roberts (renewed for a second 
year). Lecturer, University College of 
Swansea. 

P. E. Smart (renewed for a second year), 
Bank Official. 

J. A. P. Treasure, Assistant Lecturer, 
University College of South Wales and 
Monmouthshire, Cardiff. 

J. S. G. Wilson, Lecturer, London 
School of Economics. 


History of Banks, Bankers and Bank* 
ing in Yorkshire/ 

Historical Study of Negotiable Instru- 
ments. 

Economic Development of the Large- 
Scale Retail Unit. 

Migration of Industry from the United 
Kingdom to British Territories Over- 
seas since 1945. 

Economic History of Non-Ferrous 
Metal Smelting in Wales. 

Banking Case Law. 

Economic and Financial Problems of 
the British Film Industry. 

Development of Indian Banking since 
1939. 


An offer of awards for 1950/51 will be made early in 1950. 
Further information may be obtained from the Secretary, Houblon- 
Norman Fund, c/o The Bank of England, London, E.C.2. 


The following have compounded for life membership of the 
Royal Economic Society : — 

Banerjea, Prpf. N. Dorai, S. 

Brown, W. A. Marathe, S. S. 

Cameron, E. C. Rosa, R. V. 

Library Composition : Keble College. 

The following have been admitted to 
Society : — 

Abramovitz, Prof. M. Blaker, G. F. 

Adedeji, H. S. A. 

Adil, A. 


Allais, M. 

Arlow, T. 

Athol, R. C. 
Bailey, R. S. 
Bakken, H. H. 
Ballester, J. H. 
Barnes, J. D. 

Bedi, M. K. L. 
Bhiwandker, R. B. 
Bidikar, V. A. 


Bond, J. W. 
Bonerjee, K. 
Botsio, M. 
Bowles, P. A. J. 
Brault, F. 


Rousseaux, Prof. 
P. P. 

Townsend, R. G. 


membership of the 

Cantral, C. 
Carruthers, J. P. 
Charles, D. H. 
Clarke, C. G. 

Clerk, I. C. 

Coleman, P. 


Brown, A. S. 
Brown, E. 
Brown, K. 
Buchanan, 

J. M. 

Bullock, H. P. 
Bumfrey, E. C. 


Cordero, F. A. Jr. 
Corea, G. 

Cozens, P. C. S. 
Prof. Deb, H. C. 

Donovan, J. B. 
Douglas, H. 
Dowdy, E. H. R. 
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Dravid, G. G. 
Eichelgruen, G. 
Ellington, A. E. 
Essai, B. P. 

Fadul, M. 

Fels, Prof. R. 
Fletcher, J. C. 
Freeman, G. B. 
Galbraith, J. A. 
Gannage, E. A. 
Gardner, J. 

Garuge, D. T. L. 
Godson, I. T. 

Golend, M. 

Goodall, A. 

Gray, H. H. 

Green, Dr. P. M. 
Grosschmid-Zsogod, 
Prof. G. B. 
Gurzynski, Z. S. 
Hampton, J. D. 
Hansen, K. 

Hanson, B. G. 
Harper, C. G. 

Hasan, 0. 

Haworth, A. A. 
Hines, H. H. 

Hodges, A. W. 
Hollis, L. J. 

Hood, Miss J. M. 
Howard, A. E. 
Hutton, Sir Maurioe 
Hyman, R. 

Jenks, A. H. 
Johnson, E. C. C. 
Keddie, A. E. 
Kirwan, J. R. 
Knight, R. 

Knott, G. J. 

Knox, A. D. 

Laast, W. L. 
Laohmann, Prof. 
L.M. 


Laffer, K. 

Lamba, K. K. 
Lambert, C. M. 

Le Ball, N. S. 

Lee, H. F. 

Lee, M. W. 

Lewis, J. M. 

Loizides, A. I. 

Louis, A. 

Loveman, C. E. 
McCristol, I. 
MacGarry, J. P. 
McMahon, W. 
Maisner, D. 

Maitland, D. W. 
Mann, A. G. 

Maung, U. 

Meredith, K. J. 
Miller, R. M. G. 
Minkes, L. 

Moon, A. R. 

Moor, M. 

Morley, E. 
Mukherjee, Prof. S. 
Mukerji, S. B. 

Nevin, E. T. 
Nwokedi, J. A. 
O’Leary, M. P. 
Ososanya, Z. O. 
Pace, L. M. 

Palmer, E. R. 
Papafilis, N. 

Parsons, S. H. J. 
Partridge, F. H. 
Peet, I. F. 

Pinks, N. V. 

Polo, M. 

Porter, Prof. A. R. 
Raine- Allen, F., 

M.B.E. 

Rathnam, Mrs. G. 
Raunhardt, Hans. 
Reeves, E. W. 


Reynolds, S. G. 

Riaz, M. A. 
Robinson, G. R. 
Rowbotham, H. 

Roy, A. D. 

Ruda, E. E. 

Semple, G. A. S. 
Sewgobind, R. 

Sharp, C. A. 
Sherston, Miss K. E. 
Silver, A. N. 
Simpson, B. A. 
Spencer, C. 

Spencer, E. W. 

Stake, W. 

Staveley, R. W. 
Stykolt, S. 
Sutherland, R. A. 
Tanna, S. R. 

Tew, A. D. 
Thompson, L. M. 
Thomson, E. J. 
Tibbies, J. 

Torrey, E. P. 

Tsuru, Prof. S. 

Tu, U. Than. 
Turnbull, C. H. 

Van der Zuch, H. A. 
Vedera, P. L. 
Vitkovitch, B. 
Watkins, C. 

Weame, E. C. 
Whalen, R. J. 

White, A. H. 

Whyte, J. G. 

Wilkins, Dr. C. J. 
Williams, B. R. 
Winnick, L. 
Woodbury, L. W. 
Yilancioglu, C. 

Yu, K. H. 

Zaman, S. W. 
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The following have been admitted to Library membership of 
the Society : — 

Associated Newspapers of Ceylon, Colombo. 

Banco National de Cuba, Havana. 

Branch of the College of Agriculture, California. 

British Iron & Steel Research Association. 

Bureau of Economics & Statistics, Bombay. 

Economic Research Council. 

Food Research Institute, Stanford University. 

Giulio Einaudi Editore, Torino. 

Harvard Law School. 

Indian Institute of Science, Bangalore. 

International General Electric Co., New York. 

National War College, Washington. 

Royal Military College, Kingston, Ontario. 

St. Louis University School of Commerce & Finance. 

Solly Oak Colleges. 

Societe Fouad ler d’Economie Politique de Statistique, Cairo. 
Stanford University, Department of Economics. 

State College of Washington. 

Store Merchandising Magazine. 

University of South Dakota. 



RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society . 

Vol. CXI, Part IV, 1948. Consumer Expenditure in India , 1931-2 to 
1940-1 : R. C. Desai. Industrial Productivity in England and Scot • 
land : H. W. Singer and C. E. V. Leser. Wholesale Prices in 1947 : 
Editor op the Statist. Annual Report of the Council . Proceedings 
of the One Hundred and Fourteenth Annual General Meeting . 

Economica . 

August 1949. The Economic Theory of Index Numbers : R. G. D. Allen. 
Rehabilitation of Time Dimension of Investment in Macrodynamic 
Analysis : S. C. Tsiano. Period Analysis and Inflation : R. Purvey. 
The National Insurance Funds : A. T. Peacock. Evolution of the Ex- 
change Control : A. H. Smith. Independent Applications of National 
Accounts : J. Sander. The Economy of Europe : D. J. Morgan. 

V/ The Economic History Review . 

Second Series, Vol. 1, Nos. 2 and 3, 1949. Scientific Bookkeeping and the 
Rise of Capitalism : B. S. Yamey. Concentration and Specialization in 
the Lancashire Cotton Industry , 1825-1850 : A. J, Taylor. General 
Labour Unions in Britain , 1889-1914 : E. J. Hobsbawm. 

The Political Quarterly. 

July-September 1949. The Dream and the Business : G. D. H. Cole. 
Music in Moscow : L. Woolf. University Development : K. Lindsay. 
Soviet Leadership Problems : J. N. Hazard. The Latin American 
Aprista Parties : R. J. Alexander. The Present and Future of Pales- 
tine : N. Bentwich. Local Government in Western Germany : J. W. F. 
Hill. The Indian Constitution : R. V. Sampson. Citizen or Ex- 
Service Man : F. George. 


Transactions of the Manchester Statistical Society . 

Session 1948-49. The Utility Cloth and Clothing Scheme : H. E. Wads- 
worth. The Cost of a Family : A. Henderson. Colonial Develop- 
ment : W. A. Lewis. Accountants and the Inflation : W. T. Baxter. 
The Development and Organisation of Irish hidustry : R. C. Geary. 


The Eugenics Review. 


July 1949. The Population Problems of India and Pakistan : S. Chandra- 
sekhar. Race Mixture ; a social or a biological problem ? : A. Dickin 
son. 


bulletins on Soviet Economic Development (Published by the Department of 
Economics and Institutions of the U.S.S.R . , Faculty of Commerce and 
Social Science , University of Birmingham). 

Bulletin, May 1949. The Main Trends of Industrial Development in the 
U.S*S,R. between 1913 and 1940 . The Effect of World War II on In- 
dustry , The Aims of the Five-Year Plan for 1946-1950. Actual Post- 
War Industrial Developments . 

V bulletin of the Oxford University Institute of Statistics. 


May 1949. The Movement of Labour in 1948 (Part I) : C. A. R. Cross- 
land. The Cost of Living , 1938-1948 : D. Seers. 

June 1949. A 11 Human Needs Diet ” : T. Schulz. Changes in Real 
National Income : D. Seers and P. F. D. Wallis. 
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July and August 1949. A National Income Matrix : D. Beers and 
P. F. D. Wallis. The Movement of Labour in 1948 (Part II) : C. A. R. 
Crossland. Those “ Frightfully High ** Profits : T. Barna. Should 
Sterling be Devalued ? : T. Balogh. 

London and Cambridge Economic Service. 

August 1949. The New Dollar Crisis : G. S. Dorrancr. The U.S.A. in 
Recession : M. W. Reder. Industrial Production : the official and 
L.C.E.S. index-numbers compared : W. B. Reddaway and A. Adams. 
Finance : F. W. Paish. Wage Rates : A. L. Bowlby. Building and 
Civil Engineering : Ian Bowen. World Commodity Survey : C. F. 
Carter. 

Accounting Research. 

Vol. I f No. 2. July 1949. The Effects of the Local Government Act , 1948 
and Other Recent Legislation on the Finances of Local Authorities : Re- 
search Working Party. Plant , Depreciation , and 1949 Price Levels : 
T. H. Sanders. Depreciation Allocations in Relation to Financial 
Capital , Real Capital and Productive Capacity : H. Norris. Standard- 
ised Accountancy Considered Internationally : S. J. Lengybl. Measur- 
ing Industry's Output : G. L. S. Shackle. The Classification of Post- 
War Refunds of Excess Profits Tax : R. W. Moon. Worsted Spinning 
Costs : F. Sewell Bray, C. Smith and D. R. Bedford Smith. Some 
Aspects of University Finance and Accounts : R. Lewin. 

The Banker . 

July 1949. America — Recession or Slump ? Germany's Capital Needs. 
Ireland ; an economic survey . 

August 1949. Crisis — unofficial . Policy of World Bank : H. Bratter. 

Belgian Monetary Policy : G. Gordon. The Threat to Insurance. 
September 1949. Britain's Aid to Sterling Area : E. H. Stern. Twilight 
of Cheap Money ? Fund and Bank at Washington : H. Bratter. 
Northern Ireland : a financial and economic survey. 

The Bankers' Magazine. 

July 1949. ' Banking Education in the Commonwealth , Eire and U.S.A. : 
J. C. Stickler. 

August 1949. Endemic Crisis. European Trade and Payments. Further 
Reflections on Devaluation : C. L. Lawton. Relief from Double Taxation 
of Investment Income : G. Willhans. 

September 1949. German Incertitudes : M. J. Bonn. Staffing and 
Mechanisation for Efficiency : R. Handle. Liquidity Control of Banks 
within Dependent Monetary Systems : E. Fuerst. 

Barclays Bank Review. 

August 1949. The Threat to Exports. The West African Cocoa Industry. 
Industrial Production. 

District Bank Review. 

September 1949. Crisis Policy. Juggling with the Pound. Britain the 
Shopkeeper. 

National Provincial Bank. 

August 1949. Nationalisation of Insurance : Sir James Grigg. The 
State of Trade and Industry : H. G. Hodder. 

Westminster Bank Review. 

August 1949. The Instability of the American Economy : R. S. Sayers. 
A Middle Course. Economics of Land Planning : Sir Arnold Plant. 
New Materials for Industry. The Poultry Industry. 

Planning. 

Vol. XVI, No. 300. The 800th Broadsheet. A record of the early history 
of P.E.P. and an appreciation of its work. 
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Vol. XVI, No. 301. Population and the Press. The Royal Commission 
Reports . 

Vol. XVI, No. 302. Machines for the Mines . 

Town and Country Planning . 

Vol. XVII, No. 66. “ Good Agricultural Land ” : C. S. Orwin. Toum 

Cramming ; the art of maximising density : F. J. Osborn. The United 
Nations in Housing and Planning : Elizabeth Henderson. 

The Economic Record. 

June 1949. The Consumer in a Planned Economy : F. R. E. Mauldon. 
The Composition of Personal Income : H. P. Brown. Australian Rural 
Population Changes : J. Gentilli. Robot Economics : K. Singer. 
New Zealand Official Estimates of National Income : W. Rosenberg. 

The South African Journal of Economics. 

June 1949. Wool in the South African Economy : F. J. C. Cronje. Some 
Thoughts on the Union's Economic Outlook : C. S. Richards. Report of 
the Coal Commission , 1946-47 : B. H. Davies. Some New Emphasis 
in Population Analysis : Rhona Ross. Returns to Capital Invested 
in the Gold Mining Industry in South Africa : S. R. Hellig. Comments : 

J. E. Kerrich. 

The Indian Journal of Economics. 

January 1949. Can the Government of India Finance a Plan at Present ? : 
B. Misra. Equilibrium Exchange Rates and the l.M.F. : S. S. Rao. 
International Economic Relations : J. Mutyala and M. K. Sen. Post- 
war Labour Disputes in Hyderabad and their Settlement : M. A. Qadir. 
Industrial Relations in India : S. Bhattacharya, H. K. Chatur- 
vedi and K. L. V. Ayyar, and with special reference to Hyderabad : 
H. Ali. Nationalisation of Industries — the role of local bodies : S. 
Venkatesan. Inaugural address : J. N. Chatjdhuri. Presidential 
address : J. C. Sinha. 

Sankhyd. The Indian Journal of Statistics. 

Vol. 9, Parts 2 and 3. March 1949. Anthropometric Survey of the 
United Provinces , 1941 ; a Statistical Study : P. C. Mahalanobis, 
D. N. Majumdar and C. R. Rao. 

The Indian Journal of Commerce. 

September 1948. Conference number. Our Policy of Nationalisation : 

K. K. Das. Nationalisation in India : K. C. Lalwani. Nationalisa- 
tion of Road Transport : V. V. Ramanadahm. Nationalisation of 
Central Banking in India : K. K. Sharma. Nationalisation in the Free 
Society of India : B. Ganguly. Inflation and Borrowing in India : 
K. N. Bhattacharyya. Nationalisation vs. Public Corporations : 
R. Ramdas. Some Aspects of Our Sterling Balances : K. K. Sharma. 
The Problem of Inflation : O. Prakash. Indian Monetary Problems : 
H. Narain. Indian Insurance and Cheap Money : S. Sen Gupta. 
Investment of Life Office Funds with Special Reference to India : B. 
Dhar. Nationalisation of India Insurance : A. Pandey. A Lawyer's 
View of Insurance : K. L. Basu. Nationalisation in India : S. N. 
Dutt. 

March 1949. Trends in India's Commercial Development , I : K. C. 
Lalwani. Our Dwindling Sterling Assets : B. Dhar. Theory of Size : 
M. M. Mehta. Standard Costs : K. S. H. Rao. Nationalisation : 
B. N. Das Gupta. Competition and Railway Tariffs : R. Ramdas. 

Tata Quarterly. 

April 1949. Foreign Capital . 

July 1949. Fiscal Provisions . 
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International Labour Review . 

May 1949. Psychological and Human Aspects of Vocational Training : 
F. Billon. A Decade of Labour Legislation in India , 1937-1948 : II. 
Household Re-equipment Grants for Workers in Belgium ; a social experi- 
ment : G. Embry. Agricultural and Industrial Activity and Manpower 
in Iran. 

June 1949. The Contribution of the I.L.O . to Peace : E. Phelan. Works 
Councils : J. db Givry. Post-War Trends in Social Security : Income 
Security , I. National Action to Promote Full Employment. 

July 1949. A Survey of Economic and Social Conditions in Japan. 
Post-war Trends in Social Security : Income Security , II. Holidays 
with Pay. The Distribution of Industry in Great Britain , and its Relation 
to Manpower Problems. 

August 1949. Post-War Trends in Social Security : Medical Care, I. 
Vocational Guidance in the Argentine Republic : J. Kaplan. The 
International Movement of Trainees . 

United Nations Economic Bulletin for Europe. 

Vol. 1, No. 1, 1949. Review of the Economic Situation in Europe . January- 
March 1949 . Population Changes in Europe 1938-1947 . Note on 
European Trade Agreements for 1949. European Economic Statistics. 

World. The International Magazine ( United Nations). 

Amongst other articles are included : — 

April 1949. Inflation by Taxation : F. W. Main. Whose Ruhr and 
Why ? : Alison Outhwaite. Electricity International : H. Harris. 
May 1949. The Lost Land of Jesus : D. Peretz. Farm Machinery 
International : H. Harris. Spelling Out Point 4 : W. Tiiorp. What 
U.S. Capital wants Abroad : M. A. Heilperin. 

June 1949. Should the U.S. Senate Ratify the U.N.'s War on Genocide : 
J. N. Rosenberg and F. E. Holman. What's Right with the I.T.O. : 
W. L. Batt. What's Wrong with the I.T.O. : C. E. Calder. Unity ; 
the missing keystone in U .S. foreign economic policy : H. Harris. 

July 1949. Inside Story of Paris Conference. Europe still Wonders 
About the U.S. : L. Dolivet. Labor's New World Union : P. Murray. 
Battle Order of World Espionage. Strategy for a Depression-proof 
America : L. II. Keyserling. When E.C.A. Ends , Trouble Begins : 
F. Sternberg. What the Soviet Budget Conceals — and Reveals : E. 
Raymond. Office Equipment International : H. Harris. 

The Quarterly Journal of Economics. 

May 1949. Vilfrcdo Pareto ( 1848-1923 ) : J. A. Schumpeter. The 
Accelerator as a Generator of Steady Growth : S. S. Alexander. Central 
Banking in* the Light of Recent British and American Experience : R. S. 
Sayers. The British Payments and Exchange Control System : H. A. 
Shannon. The A db P Case : a study in applied economic theory : 
M. A. Adelman. The Multiplier in a Tri-Fiscal Economy : H. M. 
Somers. 

The Annals of the American Academy of Political and Social Science . 
July 1949. World Government. 

The J oumal of Political Economy . 

August 1949. Monetary Reform in Western Germany : F. H. Klopstooic. 
Public Works and Economic Stability : J. Margolis. Psychological 
Aspects of Economic Thought : W. A. Weisskpof. Plans for a National 
Bank in Spain, 1701-83 : E. J. Hamilton. Federal Estate Taxes and 
Philanthropic Bequests : C. L. Harriss. Tariffs, International Demand, 
and Domestic Prices : L. A. Metzler. 
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The American Economic Review . 

Juke 1949. The Havana Charier : Sir Hubert Henderson. Inter- 
national Disequilibrium : R. F. Mikesell. Prices , Money and the 
Distribution of Goods in Postwar Germany : H. Mendershausen. 
Analysis of Dissaving : G. Katona. The Antitrust Laws : D. M. 
Keezer. 

Social Research . 

June 1949. From Calhoun to the Dixiecrats : R. Hofstadter. A Free- 
Trade Area : R. Schuller. Deliberate Industrialization : H. G. 
Aubrey. Time and the Human Spirit : G. Boas. The Labor Move- 
ments in Australia and New Zealand : D. L. Glickman. The Race 
Question in American Immigration Statistics : H. Zeisel. The Resolution 
of Conflict : K. Singer. 

Foreign Affairs . 

July 1949. The Ideological Combat : G. T. Robinson. India as a World 
Power : An Indian Official. The Lesson of the World Bank : J. J. 
McCloy. Indonesia and the Problem of Southeast Asia : H. J. van Mook. 
Soldiers need Wings: the development of Ground- Air Forces : Admiral 
C. M. Cooke. The Rebirth of Social Democracy : J. Braunthal. 
The British Commonwealth and Western Union : Lord Altrincham. 
The Test of Yalta ; McG. Bundy. Measures to Prevent a Slump : 
Roy Harrod. Military Organization under the Atlantic Pact : G. F. 
Eliot. Mukden to Pearl Harbor ; the foreign policies of Japan: J. W. 
Ballantine. The Sudan Emerges into Nationhood : Margery Perham. 

The Southern Economic Journal. 

July 1949. The Present Status of Labor Unions in the South — 1948 : 
F. T. de Vyver. Functions of National Unions as Contrasted with their 
Locals : P. A. Brinker. A Theory of the Automatic Reabsorption of 
Technologically Displaced Labor : N. Belfer. Economic Aspects of 
Southern Grain Rates : M. Roberts. Regional Implications of Marginal 
Cost Rate Making : J. M. Buchanan. Factors to be Considered in 
Appraising Formula Plans : C. S. Cottle. 

Journal of Farm Economics . 

Vol. XXXI, No. 2, May 1949. Mr. Hoover's Department of Agriculture : 
L. Soth. Measurement of Agricultural Production : C. F. Sarle and 
T. C. M. Robinson. Estimates of Agricultural Employment and Wage 
Rates : T. C. M. Robinson and P. P. Wallrabenstein. The Social 
Sciences in Experiment Station Research : M. R. Benedict. Farmers' 
Price Anticipations and the Role of Uncertainty in Farm Planning : 
O. H. Brownlee and W. Gainer. Japan ; the Race between Food and 
Population : B. Johnston. Basic Economic and. Welfare Aspects of 
Farm Technological Advance : E. O. Heady. E.C.A. in Action on the 
Food and Agricultural Front . 

American Affairs. 

Vol. XI, No. 3, July 1949. Monster Government ; Notes on the Report 
of the Hoover Commission : G. Garrett. This Employee Society : V. 
Jordan. Return to the Middle Ages : M. J. Bonn. How it Happened 
to the Farmer . Can Government Kill Depression ? : H. C. Moulton. 
Why the Air Industry is Sick : E. V. Rickenbacker. What is Happen- 
ing to our Bill of Rights ? : E. Jerome. 

Industrial and Labor Relations Review. 

July 1949. Industrial Peace and Conflict : a study of two Pacific Coast 
Industries : P. Eliel. Experimental Criteria for Evaluating W orkers 
and Operations : S. B. Littauer and A. Abruzzi. Economic Function 
of Strikes : E. H. Jurkat and Dorothy B. Jurkat. The Closed Shop 
is not a Closed Issue : G. F. Jansen. 
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Harvard School of Business Administration* 

Bulletin No, 130. Operating Results of Department and Specialty Stores 
in 1948 : M. P. McNaib. 

Bulletin No. 131. Operating Results of Limited Price Variety Stores in 
1948 : Esther M. Love. 

Harvard Business Review . 

July 1949. The Roots of Business Responsibility : B. W. Dempsey. 
Where is Organized Labor Going ? : D. R. Richberg. Understanding 
Union Attitudes : C. S. Golden. Leadership , Past and Present : 
N. S. B. Gras. Reducing the Bank Deposit Insurance Premium : A. 
Ihleteld. Facing the Business Future : J. L. Snider. Atomic Power 
in Selected Industries : S. H. Schurr. Employee Productivity in De- 
partment Stores : Elizabeth A. Burnham. Arbitrating a Wildcat 
Strike : W. A. Lewis. Two Concepts of Accounting : T. H. Sanders. 

Studies in Business and Economics . 

March 1949. Baltimore : some economic indicators . Comparisons with 
Other Cities . Relation to State of Maryland . 

June 1949. Seasonal Fluctuations in Maryland Business . 

Current Business Studies. 

June 1949. The President's Economic Program (Addresses delivered at a 
meeting of the Trade and Industry Law Institute , New York) : L. H. 
Keyserling, J. M. Clark and J. Viner. 

Chronica Bolanica . 

Vol. 11, No. 4. Freedom from Want . A survey of the possibilities of 
meeting the world's food needs , edited by E. E. DeTtjrk. Population 
and Food Supply : H. R. Tolley. World Soil and Fertilizer Resources 
in Relation to Food Needs : R. M. Salter. Crop Production Potentials 
in Relation to Freedom from Want : K. S. Quisemberry. Animal 
Production in an Efficient Food Economy : F. B. Morrison. The 
Economics of Freedom from Want : J. D. Black. Obligations of Science 
toward Freedom from Want : M. A. McCall. 

Population . 

April- June 1949. Le ContrSle des recensements : L. Henry. Minimum 
vital et niveau d'existence des families suivant le nombre d'enfants : G. 
Malignao. La famitte devant le problems du logement : R. Colin. 
Le problime sucre -alcool et la population frangaise : L. Tab ah. Progris 
technique et repartition professionnelle de la population ( 2e partie). 

Statistiques et Etudes Financier es. 

June 1949. Evolution de la masse monetaire au cours du premier trimestre 
1949 . Evolution du credit au cours du premier trimestre 1949. AUe- 
magne occidentale : la Consitution de Bonn et ses aspects financiers . 
Sulde : le revenu national de 1923 d 1948. 

July 1949. Evolution de la situation monitaire depuis 1946. L' Evolution 
du volume des i changes d'apris le recouvrement des taxes sur les trans- 
actions. Canada : le budget f&dbral pour 1949-1950. E tats -Unis : le 
troisi&me rapport de V Administration de Cooperation Economique . Suisse : 
le revenu national de 1938 d 1947. 

Supplement Finances Comparers, No. 2, 1949. Le traiti d'union 
douaniire entre la France et Vltalie, du 26 mars 1949. Etats-Unis : 
le message budgitaire pour 1949-1950. Le rapport iconomique pour 1948. 
Grande-Bretagne : L'exposi du budget de 1948-1949. Le revenu national 
et Us dipenses du Royaume-Uni de 1946 d 1948. U.R.S.S. : L'exposi 
du budget pour 1949 . 

August 1949. Les Contributions directes et Us taxes assimilies en 1948. 
AlUmagne occidentaU : U revenu national de la bi-zone. Etats-Unis : 
U rapport iconomique semestriel. Grande-Bretagne : U rapport sur les 
monopoles de fait de 1948. 
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Journal de la Socitte de Statulique de Paris . 

July- August 1949. Le recensement gtntral des agents des services publics 
effectut en 1947 : M. Brichler. Quelques errements dans V utilisation 
tconomique des statistiques agricoles : H. Brousse. Remarques sur 
Involution tconomique el financier e de la France depuis la liberation : A. 
V^ne. Fluctuations longues et oscillations cycliques : Rouquet La 
Garrigue. 


Documentation tconomique . 

Vol. VIII, No. 28, 1949. 

Annales D'tconomic Politique . 

April-June 1949. Trois crises : P. Reynaud. Karl Marx : sa methods 
kistorique et ses analyses iconomiques : A. Vene. Le petrols dans 
V economic fran$aise : A. Risler. 

tconomie Appliques . 

April-September 1948. John Maynard Keynes : R. F. Harrod. 
La thtorie generate de Vemploi : Joan Robinson. Le plein emploi : 
F. A. Hayek. La place de la theorie generate de Vemploi , de Vinitrtt et de 
la monnaie dans Vhisloire de la pcnsee tconomique : F. A. Lutz. Esquisse 
d'une theorie de Vtconomie dominante : F. Pekrotjx. La preference pour 
la liquidite : C. Gruson. La theorie gtntrale de Vemploi , de Vintirtt et de 
la monnaie : P. Chamley. Notes sur la fonction de consommatian : G. 
Rottier. 

October-December 1948. V economic de bien-Stre et la Thtorie des 
surplus du consommatcur : J. R. Hicks. Quelques applications de la 
Theorie des surplus du consommatcur : J. R. Hicks. V evaluation du 
Revenue national et la politique tconomique quantitative : F. Perroux. 
Les Comptes de la Nation et le Capital national : F. Perroux. Les 
Budgets nalionaux : J . Marczewski. Comptabililts d'entreprises et 
Revenu national : P. Uri. Un prtcurseur sans disciples : Lavoisier : 
F. Sellier. 

January-March 1949. La comparability dans le temps et dans Vespace , 
des evaluations du revenu national : C. Gini. Comptabilitt sociale, 
agrtgation et invariance : R. Stone. Remarques sur la comptabilitt 
publique dans ses rapports avec les tentatives d' ttablissement d'un “ budget 
national ” ; F. Neumark. Les nationalisations et la comptabilitt 
nationale : F. Perroux. La comptabilitt tconomique nationale et ses 
liaisons avec les comptabilites privte et publique : J. Marczewski. 
Essai d y analyse graphique d'une comptabilitt nationale : J. Marczewski 
and G. T. Gutlbaud. Le budget national norvigien : J. Dessau. 

Bulletin de L'Institut de Recherches tconomiques et Sociales . 

July 1949. La conjoncture tconomique de la Belgique : L. H. Dupriez. 
Statistiques tconomiqucs courantes . 

De Economist. 

May 1949. Enkele beschouwingen over het rantsoeneringsysteem : H. 
Rijken van Olst. The approach of the end of rationing gives an 
opportunity of looking back at some of the lessons to bo gained from ten 
years of the system. The discussion rests on a distinction between 
those systems which axe marked by “ obedience ” (where the regulations 
are observed), and those marked by disobedience ” (where there is a 
black market, etc.). Questions are discussed from the “ goods side ” 
and from the “ money side ” : a distinction is also drawn between the 
consequences which follow where the ration can be estimated in terms of 
money (La., where it is possible to convert the coupon into money), 
and where this is not possible. The repercussion of a rationing system 
on the “ functions of money ” is considered. It is possible to speak of a 
No. 236 — VOL. LIX. X X 
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limitation of the functions of money only in cases where coupons cannot 
be estimated in terms of money; as more goods become “free,** this 
limitation diminishes in significance. The article concludes with a 
criticism of certain views expressed by Koopmans regarding the place 
of money in a controlled economy, and in particular deals with the 
problem of determining the value of money under a system of rationing. 
De leer van de kostprijs : J. L. Mey. A very detailed review and 
criticism of a book bearing the same title (The Theory of Cost-price), 
written by H. J. v. d. Schrooff, and published in 1947. 

June 1949. Over de betekenis van het begrlp “ rationed handelen ” in de 
economic : F. J. de Jong. A historical discussion of the meaning 
of “ rational behaviour.** In the first (Physioeratic) period, rational 
behaviour was viewed as the pursuit of one’s own interest; on the 
grounds of a doistic theology, it was held that the pursuit of self-interest 
also provided the key for the economic interdependence of society. 
In the second period (Adam Smith) the view was essentially the same, 
but the theological infiltration was removed, and social interdependence 
was explained with the help of the “ invisible hand ** and the view of 
Mandeville that egotism provides the driving force of society. In the 
third period (Bentham), rational behaviour becomes more specific, 
and is identified with the pursuit of pleasure and the avoidance of pain ; 
linked with this was the idea of the “ economic man.” In the fourth 
period there is no place for a priori assumptions, and economics is 
separated from philosophical reflections. The phrase “ rational be- 
haviour ” loses its normative character. Use is made in the discussion 
of Hennipman’s distinction between economic motive and economic 
principle. Ends are no longer tested for their rationality. Economics 
is neutral as between ends (Robbins). After a survey of recent dis- 
cussions, the writer suggests that we should think less in terms of the 
“ economic man ” than of what Quetelet called the “ modal man,” 
and of “ modal behaviour.” Afzet en prijsvorming van electriciteit voor 
woningen : H. S. Houthakker. An investigation into the price- 
policy of some of the more important electricity undertakings in the 
Netherlands, with a view to elucidating the connection between the 
price and the use of current. 


Schweizerische Zeitschrift filr Volkswirtschaft und Statistik . 

June 1949. Entvolkerung und Landfluclit : A. Roller. Volkswirt- 
schaflliche Oesichtspunkte im Bodenrecht : H. Wanner. Die volkswirt- 
schaftliche Bedeutung der Einkomnienssicherung der Landwirtschaft : 
C. la Roche. 

August-Octobkr 1949. Itereierte Konzentration : L. V. Furlan. Loi 
probabilitaire complbtement formulae et families d y intervalles de confiance : 
L. F^raud. Bildungswert der Statistik : H. Schorer. Die verheiratete 
berufstatige Frau in der Schweiz: A. Roller. Sterile und kinderarme Ehnen 
in der Schweiz : C. BrUschweiler. Des pertes infligies d Vdge actif et d 
Vdge de la procreation par certaines causes de dicks en Suisse : L. Hersch. 
Vberprilfung der Sterbeziffern : O. H. Jenny. Internationale V ergleichbar- 
keit der Todesursachenstatistik : W. Ott. Early Swiss Mortality Tables: 
W. Bickel. Orundlagen der Schweizerischen V olkssterbetafeln 1931/41 
und 1939/41 : W. Wegmuller. Nouvelles tables misses de mortaliti : 
J5. Marc hand. The Calculation of Reserves by Means of Samples : 
E. Zwinggi. Emploi d'une methods statistique pour itudier les dipenses 
d'une famille : A. Weber and A. Linder. Zur frage des regionalen 
Vergleichs der Konzentration der Einkommen naturlicher Personen : 
W. Rull. Grenzen der W irtschaftsstatistik : H. Gordon. Moglich- 
keiten und Grenzen intemationaler Zahlenvergleiche in der Industrie - und 
Qewerbestatistik : A. Schwarz. V erbrauchsausgaben und Volksein - 
kommen : R. Zwingli. Die V eranderung der Produktivitat der schweizer- 
ischen Landwirtschaft im Lichte der amtlichen Statistik : W. Baggli. 
Wohnungszdhlungen in der Schweiz : F. Backmann. 
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A ussenwirtsckaft . 

June 1949. Agrarpolitik und Ausaenwirtschaft : O. Fischer. Existenz- 
probleme der daterreichiachen V olkawirtsclmft : T. Putz. Internationale 
Patent • und Lizenzveratdndigungen ala Hemmnisae dea Welthandela : 
F. Haussmann. 

Zcitschrift fiir die Geaamte Staatswissenschaft . 

Vol. 105, No. 3. 1949. Heinrich Freiherr von Stackclberg und aein 

Beitrag Jiir die Wirtschaftawiasenschaft : H. Holler. Der symmetriache 
Aufbau der Koatentheorie : H. Haller. Liquiditdt und Giiterstrom : 
O. Veit. Kauadlitdt und Funktionalzusammenhang in der Soziologie 
Max Webera : P. J. Bouman. Die W dndlung der soziallwisscnschoftlichen 
Aufgaben : Elisabeth Liefmann-Keil. Einige Gedanken iiber die 
Zukunft der deutachen Rechtawiaaenachaft : G . Sterner. Ernat Zitelmann : 
H. Dolle. 

Soci&ti de Banque Suisse . 

Bulletin No. 3, 1949. Devolution du commerce exlerieur de la Suisse. 

Wirtschaftsdienat . 

June 1949. Deutschland im weltwiriachaftlichen Krdftespicl : K. Schiller. 
Die amtliche Berichtcrsiattung iiber die Aussenwirtschaft : C. Kapferer. 
Neue Elernente dcs maritimen Weltverkehrs : G. A. Theel. Osterreichs 
Stellung im Europatransit : K. Wessely. 

Europa Archiv . 

Vol. IV, No. 13. Politische Formen des europaischen Aktivismus. Die 
aurrealistische Bewegung. Italiens Weg aus dcm Kriege ( 1943-1945 ). 
Zentralismus und Fdderalismus in der amcrikanischen Fi nanzvcrfassung. 
Die Gewerksehaftsbewegung in Europa und den Vereinigtcn Staaten . 
Vorschldge zur Loaung der deutachen Frage auf der Pariser Ausscnminister- 
konferenz . Resolution der Internationale n Sozialistischen Konjerenz in 
Baarn {Niederlande) zur Frage der Einheit Europas . 

Vol. IV, No. 14. Die Politik und die Welt des G dates. Die verfassung- 
sdndemde Geaetzgebung des Obersten Sowjeta der U.d.S.S.R . und die Entwick- 
lung der Miniaterien 1947-1948 . Die Konvention zur Verh iitung und 
Bekdmpfung des Gruppenmords. Die Wirtschaftskommiaaion der Verdnten 
NcUioncn und die Wirtschajtseinheit Europas. Die amerikanische 
Wirtschaftapolitik und der Konjunkturriickgang , 1. Teil. 

Vol. IV, No. 15. Ein kulturwirtachaj tlicher Marshall-Plan ? Der Buck - 
handel in der Entscheidung. Italiens Weg aus dem Kriege ( 1943-1945 ). 
Die verfa88ung8dndernde Qesetzgebung des Obersten Sowjeta der U.d.S.S.lt. 
und die Entwicklung der Miniaterien 1947-1949 . Die 1 Virtsch aftskom - 
mi88ion der Verdnten Nationen und, die Wirtschaftseinheit Europas. 
Die amerikanische Wirtschaftapolitik und der K onju n kturruc kgang , Part 2. 
Vol. IV, No. 16. Der Gedanke der Planwirtschaft in der national okonom- 
ischen Diskussion der Gegenwart. Der “ Modus vivendi ” in Europa . 
Die drei Zonen der sowjet ischen W ehrwirtsch aft . Schlussfolgertmgen des 
neunzehnten Jahresberichtes der Bank fiir Inter nationalen Zahlungs - 
ausgleich. 


Giornale Degli Economisti c Annali di Economics 

March- April 1949. NelVanniversario della nascita di Vilfredo Pareto , 
15 luglio 1848 — 19 agoato 1923 . Terzo faacicolo celebrativo . Contributi 
di Pareto alia scienza della finanze : M. Fasiani. Di taluni masaimi 
d'utilitd collettiva : A. Bordin. Le condizioni del massimo collettivo di 
ofelimitd secondo Pareto : V. DominedO. Pareto atatiatico : H. T. 
Davis. Circolazione delle aristocrazie e ricambio sociale : G. de Meo. 
May-June 1949. Uniformed nel piano di un produttore : U. Papi. 
Ulteriori con&iderazioni au un modello di ciclo economico : V. Marram a. 
Siulla misura del grado di monopolio economico di una collettivitd nazionale : 
G. Demaria. 
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Economic* Intemazionale. 

Vol. II, No. 2. May 1949. L'imposta come strumento di poUtica eco- 
nomica e sociale ; H. Laufenburger. La distribuzione dell'imposta 
e la “ legge di Pareto *> in una recent indagine teorica : M. Fasiani. La 
teoria matematica delVimpresa : H. A. D. Preinreich. La << legge 
dei co8ti comparati » e la dislocazione degli scambi intemazionaU : J . 
Weiller. Banco di Roma . 

Review of the Economic Conditions in Italy . 

May 1949. Credit Policy and Unemployment in Italy : C. Bresciani 
Turroni. Two Months of Economic Activity in Italy . 

July 1949. Aspects of Italy's Post-War Fiscal Policy : E. d’Albergo. 

Italian Economic Survey . 

May- June 1949. The Annecy Negotiations . 

Critica Economica . 

April 1949. Sulla comparabilild del potere d'acquisto del salario : S. 
Somogyi. Sviluppo delle contraddizioni intrinseche della legge : C. 
Marx. 

L'Industria . 

No. 1, 1949. Appunti svXV evoluzione della finanza pubblica : G. Borgatta. 
Nuovi indirizzi dell'economia Jceynesia7ia : V. Marram a. Fattori che 
regolano lo sviluppo della produttivitd del lavoro : P. J. Verdoorn. La 
determinazione del reddito : F. di Fenizio. 

No. 2, 1949. Lo sviluppo della nuova teoria monetaria : H. Fick. Teoria 
e polilica della piena occupazione : U. Sacchetti. Preliminari alia 
teoria della piena occupazione : L. Federici. Consider azioni intomo 
alVequazione del reddito : E. D’Elia. La slatistica del controllo dei 
prodotti industriali : S. Vianelli. 

Banca Nazionale del Lavoro Quarterly Review . 

April- June 1949. The Concept of a Dollar Shortage: T. Balogh. 
Should Sterling be Devalued ? : T. Balogh. The Dilemma of the O.E.E.C.: 
G. U. Papi. The Valuation of Commodities for Direct Consumption : 
C. Gini. Balance-Sheet of the First Year of the E. R.P . in Italy : G. Cosmo. 
Index Numbers of Industrial Production and Capitalisation in Italy : P. 
Battara. 

Moneta e Credito (Rivista trimestrale della Banca Nazionale del Lavoro). 

Vol. II, No. 1, 1949. Probiemi generali : J. E. Meade, G. U. Papi, 
C. Rodano. Probiemi dell' economia italiana : C. Draghi, G. Ferrettj, 
E. Marasco, M. Mazzantini, P. Onida. Rilevazioni statistiche : M. 
Imperatori, G. Parravicini. Probiemi giuridici : M. S. Giannini. 

SkandinavisJca Banken Aktiebolag. 

July 1949. Switzerland's Unique Position : P. Jacobsson. The New 
State Bank. Sweden's Balance of Payments : E. Westbrlind. Changes 
in the Structure of Industry : V. Kallstrom. The Economic Situation 
during the Second Quarter of 1949 . 

Index. 

June 1949. The Economic Situation. The Distribution of Sweden's 
Foreign Trade by Commodity Croups . The Situation and Prospects 
of the Swedish Pulp Industry. The Question of a State Commercial Bank 
in Sweden. Industrial Classification of the Lendings of the Svenska 
Handelsbanken. 

Okonomi og Politik. 

April-June 1949. Jugoslavien under Tito-styret : E. Reske -N ielsen. 
Valutakurser og dollarknaphed : P. N0rregaard Rasmussem. Den 
Internationale ekonomiske situation : Den ekonomiske udvikling i Danmark. 
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Okonomi. 

December 1948. Keynes daeren og dens betydning for den aktuelle 

okonomiske politikk : E. Petersen. 

Ekonomiska Samfundets Tidskrift. 

Vol. II, No. 2. 1949. Kampen mot inflationen i Forenta Staterna : H. E. 

Pipping. Omformen fbr statlig affarsdrift : E. Tornqvist. 

Revue de la Faculti des Sciences Economiques de VUniversiti d y Istanbul. 

April 1948: Nouvelles tendances de la politique financikre : F. Neumark. 
Die EinkommensbesteuntCftg in den Niederlanden : J. H. Smeets. 

^Statistical Bulletin of Ismel. 

Vol. 1, No. 1. July 1949. Current Notes. Diagrams. Tables : 
Meteorology , demography , migration , health , agriculture and fisheries , 
building , transportation and communication, foreign trade, prices , finance , 
labour , education , judiciary. 

Magyar -Szov jet Kdzgazdasdgi Szemle (Hungarian and Russian text). 

June 1949. The Hungarian Exhibition in Moscow : I. Vajda. 

Questions of Political Economy in the “ Short History of the Communist 
Party of trie Soviet Union ( Bolshemks ) ” : P. Bjelov. Characteristics 
of Soviet Financial Accounting : V. Djacsenko. Plan Preparation : 
J. Joffe. U.S. Interference with European Trade : A. Sz£kely. 
Questions of Tirade Union Rights : V. Rasztorgujkv. 

Gazdasdg ( Hungarian text). 

Vol. IV, No. 11. June 1949. Socialist Labour Competition : A. Koves. 
Competition in trade : J. Gondos. Workers' Competition in the Soviet 
Union : B. Lakatos. Planning Methods in Farm Labour : N. Sasdi. 
Planned Stocks of Finished Commodities in Manufacturing Industry : 
G. Elek. Problems of Uncontrolled Production in our Planned Economy : 
M. Spiro. 

Vol. IV, No. 12. June 1949. Industrial training : I. Kossa. After 
Our Labour Competition Conference : F. Bajai. The Role of Labour 
Competition in our Banks : Z. Kotanyi. Labour Competitions in State 
Undertakings for Foreign Trade : S. Lorschy. Estimates, Independent 
Business Accounts and Planned Bookkeeping : J. Zala. Business 
Accounting : G. R^czey. 

Vol. IV, No. 13. July 1949. In Anticipation of the Second World Trade 
Union Congress : A. Koves. The Velocity of the Turnover Cycle of 
Working Capital in Soviet Enterprises : M. L. The Ethics of Socialist 
Commerce : A. Fay. The Organisation of Teaching Economics in Com - 
mercial Secondary Schools : L. Simon. Cost Accounting within the 
Enterprise : V. Abelovszki. Planned Agricultural Prices and Manu- 
facturing Industry : I. B. 

Voprosy Ekonomiki (Russian text). 

No. 4. 1949. The Struggle for Speeding the Turnover Cycle of Working 

Capital ; V. Diachenko. State Labour Reserves : E. Mokhova. 
Against Bourgeois Objectivism and Formalism in Statistics : T. Kozlov. 
Italy in the Grip of the Marshall Plan : P. Lisovskii. 

No. 5. 1949. The Role of Electricity in the “ Plan for the Transformation 

of Nature ” ; S. Matskevich. Problems of Economic Indices : I. Malyi. 
The History of the Kizel Coal Basin : A. Zvorykin. The Lowering of 
the Real Earnings of the U.S. Working Class after the Second World War : 
M. Smit. Labour the True Prop of Imperialism : I. Dvorkin. 

Planovoe Khoziaistvo (Russian text). 

No. 3. 1949. A General Increase in Livestock : the Central Problem of the 

Expansion of Agriculture : S. Demidov, Problems of Soviet Trade in an 
Expanding Economy : V. Pavlyukov. Average Progressive Norms, the 
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Basis of Planned Production : N. Fedomov. Mechanisation in the 
Timber Industry ; I. Sudnitsyn. New Techniques and their Statistical 
Treatment : L. Volodarski. U.S. Monopoly Capitalists , Inciters to a 
New War : M. Rubinstein. 

Oospodarka Planowa (Polish text). 

May 1949. The Balance of the National Economy : B. Minc. Investment 
in Industry in 1949 : C. Babinski. Building in the 1949 Investment 
Plan : S. Potapczuk. Planned Supplies in Industrial Production : Z. 
Deutschman. The Electro -technical Industry in the Six Year Plan : T. 
Zarnecki. Forestry in the Plan : H. Klimek. The Real Significance 
of Soviet Discussions on Statistics : Prof. A. Webyha. The Three Year 
Plan for Livestock Breeding in the U.S.S.R. : J. Kowal. Rouble Control , 
the Credit System and the Budget in the Soviet Union : L. Majzenberg. 
The Basic Principles of Agricultural Planning in the U.S.S.R. : A. 
Gaponenko. 

June- July 1949. A New Stage in the Operation of the Six Year Plan ; 
Fixed Prices : B. Mino. The Role of Trade Unions in the Realisation 
of the Economic Plan : Dr. C. Kulikowski. The Pattern of the Industrial 
Financial Plan for 1950 : L. Zelczak. The Proper Preparation of 
Industrial Statistics : J. Kantor. Problems of the Maritime Plan : J. 
Paszkowicz. Planning in the Railways : B. Cywinski. Roads in the 
Economic Plan : A. Gajkowicz. A Tentative Estimate of Fodder 
Supplies in the Six Year Plan Period : M. Markijanowicz. Soviet 
Experience in Quality Control : P. J ewsje jew. The Essentials of Socialist 
Planning in Hungary A. Stam. 

August 1949. Problems in the Plan for the Construction Industry : M. 
Matachowski. The Role and Importance of Planning in the Turnover 
of Goods : W. Jampel. Financial Planning Methods : A. Kawczynski. 
Contribution of the Press to the Six Year Plan : A. Kaduszkiewicz. 
The Coal Industry and the Plan : L. Saloman. The Agricultural In- 
dustry in the Plan : Z. Kokeli. International Trade Between Democratic 
Peoples : P. Czerwinski. The Role of Science and Technology in the 
Transition from Socialism to Communism : A. Arakelian. The 
Planning Organisation in the Soviet Union : D. Walentej. Plan 
Fulfilment in the Soviet Union : 1. Jewienko. 

Wiadomo8ci Nazodowego Banku Polskiego (Polish text). 

No. 5. May 1949. The Swiss Monetary Situation : Dr. S. Pkrczynski. 
The Finance of Soviet Enterprises : B. Blass. The Planning , Finance 
and Control of Local Communal Economies : Dr. K. Niemski. The 
Protection of Property and Persons in Poland : J. Urban. 


NEW BOOKS . 1 

British. 

Arnot (R. Page). The Miners. A history of the Miners’ Federa- 
tion of Great Britain 1889-1910. London : Allen and Unwin, 1949. 
9". Pp.409. 21s. 

[To be reviewed.] 

Bennett (L. G.). Financial Results on 32 Market Garden Holdings 
in the Southern Province, 1947-1948. University of Reading: 
Department of Agricultural Economics, 1949. 8". Pp. 3. 

[Roneo-ed tables showing the financial results per acre of a sample of market- 
garden holdings, so designed as to enable other growers to compare their costs 
with the average of the sample.] 

1 See postscript on prices, p. 670. 
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British Tourist and Holidays Board. Second Annual Report 
1948-49. London : The British Tourist and Holidays Board, 1949. 
9*"- Pp. 14. 

[This report by the British Tourist and Holidays Board was prepared at the 
request of the Board of Trade. It describes what has been done to increase 
invisible earnings from tourists and to provide help to hotels, catering establish- 
ments and the like in improving facilities for overseas visitors.] 

British Tourist and Holidays Board. Second Annual Report of the 
Home Holidays Division, April 1st 1948 to March 31st 1949. London : 
The British Tourist and Holidays Board, 1949. 8£". Pp. 48. 

[A survey of holiday accommodation, the effects of staggering, of the growth 
of demand and the measures which might be taken to provide more accommodation, 
and the standards required and the costs of holidays of different kinds.] 

Cleja (S. M.). The Euro : a new European gold currency. 
Translated from the French by Eugenie R. Lorie. London : Staples 
Press, 1949. 8£". Pp. 55. 3s. 6d. 

[The author is convinced that * 1 an economic federation of the nations of Western 
Europe will begin to become a reality, outside of all ideas of super-parliaments 
and super-governments, when all the nations composing it have the same currency 
convertible into gold and circulating freely.’* The Euro will correspond to 500 
milligrams of fine gold. It will be issued by a European Emission Bank, which 
will replace the national issuing banks. It will be guaranteed, not only by the 
participating countries, but also by the United States. The author’s solution 
would appear to depend on political assumptions, which, once granted, would 
permit equal success with many alternative methods.] 

Cook (R. S.). Costs and Returns from Milk Production in the 
Southern Province in 1947-48. University of Reading : Department 
of Agricultural Economics, 1949. 10£". Pp. 24. 2s. 

[A roneo-ed report of costs and returns from producing milk on a sample of 
sixty farms in Berkshire, Buckinghamshire, Hampshire, Middlesex, Northampton- 
shire, Oxfordshire and Warwickshire. The costs are analysed in great detail and 
are so presented that a farmer should be able (and is given space in the tables) 
to compare his own costs under a wide variety of heads with the averages hero 
shown and to fit his costs in the distributions obtained from the sample.] 

Curtis-Bennett (Sir Noel). The Food of the People. The 
history of industrial feeding. London : Faber and Faber, 1949. 
8J". Pp.320, l&s. 

[This book provides a great deal of rather disjointed information on com- 
munal feeding from the Middle Ages onwards. In more modern times it con- 
centrates on industrial feeding. The greater part of the book is made up of quo- 
tations, and the information in it and its presentation are not likely to appeal to 
economists.] 

Durbin (E. F. M.). P roblems of Econom ic Planning . Papers on 
planning and economics. LondonT RoutTedge and Kegan Paul, 1949. 
8J". Pp. x + 214. 15a. 

[To be reviewed.] 

Eaton (J.). Political Economy. A Marxist textbook. London : 
Lawrence and Wishart, 1949. 8|". Pp. 235. 12s. 6 d. 

[This book is described by Emile Bums in a foreword as a text-book of Marxist 
political economy, presented as far as possible in the setting of British develop- 
ment and experience. Non-Marxist views on the principal questions are dealt 
with, so far as the limits of a text-book allow. It is the result of two years’ work 
by a group of Marxist economists, who have had the help of historians and scientists, 
as well as other economists. While it is, in this sense, a collective work, John 
Eaton, as secretary of the group, carried the main responsibility and he is the 
author of the final text. The aim of the book is described as being * 4 to show the 
law of motion of capitalist society.” It is argued that political economy teaches 
not only the causes of social change, but also what men must do to bring them 
about. Thus it forms the very foundation of the world outlook of Marxism. 



THE BOON OHIO JOURNAL 


656 


[MO. 


This is, within its assumptions, an abler, more readable and more coherent account 
of these theories than most available alternatives.] 

Frankel (S. H.). The Conoept of Colonization. Oxford : 
Clarendon Press, 1949. 9". Pp. 24. 2a. 

[In his Inaugural Lecture, Prof. Frankel, after surveying the progress of 
Colonial Economics since Herman Merivale lectured on this subject in Oxford in 
1839, pleads for a new assessment of the problems of development of the backward 
regions of the world.] 

Fussell (G. E.). The English Rural Labourer. His home, 
furniture, clothing and food from Tudor to Victorian times. London : 
Batchworth Press, 1949. 8£". Pp. viii -f 160. 1 2a, 6 d. 

[To be reviewed.] 

Gould (R. T.). (Edited by D. W. Hooper.) The Story of the 
Typewriter from the eighteenth to the twentieth centuries. London : 
Office Control and Management, 1949. 8". Pp. 48. 2a. 6 d. 

[This fascinating pamphlet, originally written by the late Lieutenant-Com- 
mander Gould and prepared for publication by Mr. D. W. Hooper, gives a detailed 
and fully illustrated description of the technical development of the typewriter 
from its early beginnings around 1830, through the major developments of the 
1870’s and 80’s, down to the modern forms which began to become stereotyped 
in the first decade of this century. No economic history of the nineteenth and 
twentieth centuries can be complete without some reference to the development 
and widespread use of this essential tool of modern commerce and modern 
government. The product of Lieutenant-Commander Gould’s hobby looks like 
becoming a standard footnote to every economic history.] 

Gupta (B. B. Das). A Short Economic Survey of Ceylon. Col- 
ombo : Associated Newspapers of Ceylon Ltd., 1949. 8|". Pp. 
94. White Paper Rs. 3.50. Newsprint Rs. 3.00. 

[This Survey was originally prepared for Economic Conversion of Asia and the 
Far East. It includes both estimates of the National Income and resources of 
Ceylon and a careful discussion of the economic problems that are confronting 
the island. Of these, the principal is a deficit in the overseas balance, mainly 
explained by the much heavier rise in the prices of imported foodstuffs than of 
Ceylon’s normal exports.] 

Hall (F. G.). The Bank of Ireland, 1783-1940. Dublin : Hodges 
Figgis (Oxford : Basil Blackwell), 1949. 10|". Pp. x -f- 613 + 
illustrations. 63 a. 

[To be reviewed.] 

Hoff (T. J. B.). Economic Calculation in the Socialist Society. 
London : Hodge, 1949. 8|". Pp. 264. 21s. 

[To be reviewed.] 

I.E.S. Code for the Lighting of Building Interiors. London : 
Illuminating Engineering Society, 1949. 8J". Pp. 28. 2a. 6d. 

[The code, prepared by the Illuminating Engineering Society, deals with 
standards for both natural and artificial lighting. It sets out a schedule of re- 
commehded values of illumination for a large variety of purposes, including 
different industrial processes, offices, shops, public buildings, schools, hotels, 
hospitals, homes and sports.] 

The Incorporated Association of Rating and Valuation Officers. 
Year Book 1949. London : Incorporated Association of Rating and 
Valuation Officers, 1949. 7". Pp. 87. 

[This contains a list of the names and addresses of all members of the Associa- 
tion.] 

Industrial Australia. A study of recent expansion. Melbourne 
and London : Union Bank of Australia, 1949. 8$". Pp. 78. 

[This booklet is designed to set out, for the benefit of anyone wishing to set 
up a factory in Australia or to acquire an interest in an Australian concern, 
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comprehensive information about the industrial expansion of Australia and the 
present position of its main industries* agriculture* raw materials, manpower 
supplies and general economic environment.] 

The Institute of Chartered Accountants in England and Wales. 
List of Members, 1949. London : Institute of Chartered Accountants, 
1949. 8". Pp. 958. 

[This contains the usual list and addresses of members and firms, the officers 
of the various district societies and the membership of the main committees of the 
Council.] 

Jeremiah (K.). A Full Life in the Country. The Sudbury and 
District Survey and Plan. London : Batsford, 1949. 10". Pp. 86. 
12a. 6 d. 

[To be reviewed.] 

Jervis (F. R. J.). Price Control. Government intervention or 
the free market ? London : Hutchinson’s Scientific and Technical 
Publications, 1949. 7£". Pp. 224. 12a. 6d. 

[To be reviewed.] 

Jones (D. Caradog). Social Surveys. London : Hutchinson’s 
University Library, 1949. 7". Pp. 232. 7a. 6d. 

[To be reviewed.] 

Keast (H.). Guide to National Insurance. Leigh -on-Sea : Thames 
Bank Publishing Co., 1949. 8J". Pp. 83. 2s. 

[A simplified guide to the National Insurance Scheme, the Industrial Injuries 
Scheme and to the obligations of employers, workers and the State under them.] 

Kuczynski (R. R.). A Demographic Survey of the British Colonial 
Empire. Vol. II. South Africa High Commission Territories, East 
Africa, Mauritius, Seychelles. London : Oxford University Press 
(Royal Institute of International Affairs), 1949. 9|". Pp. x + 983. 

75s. 

[To be reviewed.] 

Kumarappa (J. C.). Swaraj for the Masses. Bombay : Hind 
Kitabs, 1948. 7\". Pp. 104. 

[The author of this small book was brought up as an Indian Christian. He 
took a degree in economics in Columbia University, and spent a number of years 
as an accountant after further training in London. In his early days a staunch 
loyalist, after a period of further studies in America and research into problems of 
India’s finance he came back and threw up everything to join Gandhi and became 
a foremost expert on Gandhian economics. The book is composed from reprints 
of newspaper articles. Like ail good journalism they are provocative, contentious, 
and irritating, but often they go to the root of things. The thesis which runs right 
through them is that the wealth of India is built on the agriculture of its villages. 
What contributes to their wealth contributes to the wealth of India. What 
serves the private interest of a section must be suspected and that section must foot 
the bill. Misdirected research, measures to improve tobacco, thick-rind sugar- 
cane, long-staple cotton, all ministering to industrial needs, are anathema.] 

Lewis (R.) and Maude (A.). The English Middle Classes. 
London : Phoenix House Ltd., 1949. 8i". Pp. 320. 15s. 

[To be reviewed.] 

Lewis (W. A.). Economic Survey, 1919-1939. London : Allen and 
Unwin, 1949. 8$". Pp. 221. 15$. 

[To be reviewed.] 

Lindsay (J.). Marxism and Contemporary Science. London : 
Dennis Dobson, 1949. 8£". Pp. 261. 18$. 

[To be reviewed.] 
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Lyons (A. M.) and Magnus (S. W.). Advertisement Control. 
Leigh-on-Sea : Thames Bank Publishing Co., 1949. 8J". Pp. 
xxv + 197. 12s. 6d. 

[The Town and Country Planning Act, 1947, contains various provisions 
which affect advertisers and sets up a wholly new system of controls. This volume 
sets out the main features of the regulations. While the legislation is too recent 
for it to be possible to estimate accurately their effects in practice, a large number 
of applications have been made and many appeals have been determined.] 

Management for Production. London : British Institute of 
Management, 1949. 9". Pp. 47. 2s. 6d. 

[A short introduction to the problems of production management designed for 
the practical man. It argues that management is a complex activity that must 
be treated as a whole; its basis may be said to be “ measurement and morale.** 
The booklet begins by showing how measurement can reveal weaknesses. It 
goes on to process planning, and shows how certain time-consuming processes 
can be avoided or simplified. Shop lay-out is next discussed ; then motion study, 
production planning and control, and care of plant. Finally morals, incentive 
payments, control of quality and control of costs. For its purpose, the booklet is 
well planned, and it indicates the literature in which oach subject can be pursued 
farther.] 

Mauldon (P. R. E.). The Use and Abuse of Statistics, with 
special reference to Australian Economic and Social Statistics in Peace 
and War. Third edition. Crawley : University Bookshop, 1949. 
8". Pp. vi + 129. 8s. 6d. 

[This is a third, revised, edition of a very useful little text-book which starts 
with the virtues and vices of statistics and the tools of the statistician and then 
proceeds to apply them to the economic statistics of Australia. The original 
version was based on a series of short wireless talks. The present version retains 
something of the original form. It is broken into short sections. It is of the 
level of popular presentation. It is lively and concise. These are virtues seldom 
found in books on statistics.] 

Morrison (Herbert) (Ed.). Socialism the British Way. London : 
Essential Books Ltd., 1948. 7". Pp. 345. 10s. 6 d. 

[In this senies of essays a number of leading socialists have set out the back- 
ground, purpose and consequences of the decisions on the main lines of policy 
made by the Labour Government during the past three years. Mr. Herbert 
Morrison blesses the book in a brief foreword. The first essay, by Evan Durbin, 
reminds us the loss that we have suffered by his death. He writes on the economio 
problems that have faced the government and stresses four : economio de- 
mobilisation ; the achievement of a right balance between the various branches 
of economic activity and the removal of bottlenecks ; the control of inflation ; 
the balance of payments. He sots out the methods and the results. It is here, 
alas, that one would have liked to see revision to take full account of later events ; 
but he faces the problem, as he saw them, squarely. Prof. G. D. H. Cole writes 
on the socialisation programme for industry. After a brief record of what has 
been done he proceeds to the thorny problems of efficiency and trading, labour 
incentives, and the problems of management. Mr. Diamond deals with the 
private sector of industry and discusses the profit motive, competition and 
monopoly and the promotion of efficiency. Mrs. Cole describes the developments 
of the social services and personal life. James Callaghan writes on the approach 
to social equality. Ben Roberts discusses the position of trade unions in the 
changing economy. Frank Hardie writes on Socialism and parliament, Stephen 
Taylor on socialism and public opinion, Rita Hinden on the Labour Government 
and the empire. Harold Nicolson contributes an essay on the foreign policy. 
Finally Michael Young sums up on the problems ahead, with the main emphasis 
on the balanoe of payments and the consequences for Britain of all the structural 
changes that are taking place all round the world. But he does not overlook the 
problems at home — the unwisdom of too rapid an extension of nationalisation, 
the need, therefore, for a mixed economy, and the problems of making it work, 
with appropriate rewards and penalties. He has the courage to say that higher 
efficiency deserves, and should receive, higher profits. But ne asks himself what 
can be the driving force of a mixed economy. He finds the solution in the 
extension of democracy, which, to his mind, is synonymous with the extension of 
opportunity to contribute to society.] 
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Munshi (M. C.). Industrial Profits in India (1936-1944). New 
Delhi : Federation of Indian Chambers of Commerce and Industry, 
1948. 8£". Pp. iii + 326. Rs. 15/-. 

[This monograph analyses Indian profits over the years 1936-44, both in 
total and in seven individual industries : cotton textilos, sugar, iron and steel, 
paper, cement, jute mills and coal mining. It is packed with tables, diagrams 
ana statistical material generally. A large part of the book is (very rightly) 
concerned with the methodological problems of measurement. The results show 
very considerable increases of gross and net profits in total. Net profits in 1944 
were more than seven times those of 1938 in cotton textiles, and about four times 
in jute. There were declines in iron and steel and in cement and a very modest 
increase in coal. In relation to the value of sales the increase in cotton textiles 
was about three times. In most other coses it was relatively small. Dividends, 
though in some cases appreciably larger, were a smaller proportion of net profits. 
Contributions to reserves increased immensely (in cotton, nineteen times and in 
jute even more). The greatest increase was naturally in provision for taxation, 
which by 1944 absorbed nearly three quarters of the gross profits in cotton and 
around two thirds in several other cases.] 


Mubanjan (S. K.). Shadows of Hyper-Inflation. Bombay : 
Hind Kitabs, 1949. 9". Pp. 59. Rs. 2. 

[A strong warning against the serious dangers of inflation and financial 
collapse if budget deficits and investment continue at present levels without 
measures to offset them effectively by increased saving.] 

Nag (D. S.). A Study of Economic Plans for India. Bombay : 
Hind Kitabs, 1949. 7|". Pp. ix + 177. Rs. 5-8. 

[We now have so many plans for India that a guide to them, their similarities 
and their differences is necessary. We start with the National Planning Committee 
of 1938. We proceed to the Bombay Plan, the Bureaucracy’s Plan, the People’s 
Plan, the Gandhian Plan, the Plan Advisory Board and finally the economic 
policy of the Interim Government. These descriptive chapters are followed 
by what is in effect the kernel of the book— a hard-headed discussion in four 
chapters of the essentials of any economic policy in India and the functions of 
planning in relation to it.] 


The National Institute of Economic and Social Research. Seventh 
annual report 1948. London : National Institute of Economic and 
Social Research, 1949. 8£". Pp. 32. 

[This annual report for 1948 of the National Institute of Economic and Social 
Research contains a record of the research in progross and of the recent publica- 
tions of the Institute. An introduction discusses the new setting of economic 
and social research. It emphasises the need for closer integration between 
economics and the contiguous social sciences. At the same time it stresses the 
need for statistical research in the field of appliod economics to march in step 
with fundamental research in economic theory J 

Nogaro (B.). A Short Treatise on Money and Monetary Systems. 
London : Staples Press, 1949. 8£". Pp. 214. 17«s. 6d. 

[To be reviewed.] 

The Nuffield Foundation. Fourth Report. Oxford : University 
Press, 1949. 8J". Pp. 127. 

[This Report surveys the work of the first quinquennium of the Foundation 
and sets out the principal aims for the next quinquennium. “ The foundation,’* 
it states, 14 will be prepared to assist work of individuals or groups of workers of 
exceptional ability or promise in any branch of the medical, natural or social 
sciences ; but it hopes to devote most attention to the advancement of biological 
and sociological studies (using the terms * biological ’ and 4 sociological * in their 
widest sense) which, nearly or distantly, may contribute in some way to the 
promotion of human health and welfare ” In the social sciences the 

Foundation is specially interested in bringing the non-economic studies — such as 
social anthropology or sociology in the narrow technical sense — up to the level 
of the better-developed subjects like economics, and in increasing the integration 
of the various specialisms. In so far as it is possible the Foundation hopes to 
help studies of the normal functioning of social arrangements.”] 
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Sandstrom (K. G. A.). The Double Taxation Convention between 
Sweden and the United Kingdom of Great Britain and Northern 
Ireland. London : Swedish Chamber of Commerce for the U.K., 1949. 
8". Pp. 20. 

[A brief but detailed account and explanation of the main principles of the 
Double Taxation Convention between Sweden and the United Kingdom.] 

Smith (Sir Ewart) and Beeching (R.). Measurement of the 
Effectiveness of the Productive Unit. London : British Institute of 
Management, 1949. 9". Pp. 35. 2s. 6 d. 

[This pamphlet by Sir Ewart Smith and Dr. B. Beeching considers the 
alternative ways in which the efficiency of a productive unit can be measured. The 
paper itself, quite naturally and inevitably, becomes concerned with many of the 
familiar problems of index numbers, their validity and their basic assumptions. 
Certain methods based on revaluation of output at base -year prices are advocated. 
Certain newer methods are also suggested and examined : these* are essentially 
the use of physical measurements of product in elementary operating units, 
together with a measurement of imput of resources obtained by reducing capital 
equipment, services and raw materials into manpower equivalents, all com- 
bined to give an overall index. The pamphlet includes examples of all the 
methods suggested. There is also a record of the discussion of the Paper at a 
Meeting of the Institute.] 

Sovani (N. V.). Post-war Inflation in India — a survey. Poona : 
Gokhale Institute of Politics and Economics, 1949. 9|". Pp. xiv + 
94. 7 s. fid. 

[This was originally written as an introduction to two Reports of the Com- 
modity Prices Board (Publication No. 20 of the Gokhale Institute). When it 
outgrew the appropriate scale for that it was given a separate identity of its own. 
This study is mainly concerned with events and causes of inflation between the 
end of the War and mid- 1948. It presents all the available statistical material 
with great clarity and sets it against the monetary and other economic policies 
of the period. Attached to the study by Mr. Sovani is a memorandum by Dr. 
D. R. Gadgil on Exchange Parities and he also contributes a very interesting 
foreword which sums up the main lessons that may be learned from Mr. Sovani’s 
study. There can be little doubt that persistent deficits of the public accounts 
have been the* main contributors to the sharp post-war rise of prices (from about 
300 in August, 1947, to about 380 a year later; August, 1939 — 100), and that 
these have been aggravated by premature decontrol of agricultural prices.] 

Sprott (W. J. H.). Sociology. London : Hutchinson’s University 
Library, 1949. 7". 192. Is. fid. 

[To be reviewed.] 

Stigler (G. J.). Five Lectures on Economic Problems. London : 
Longmans Green (London School of Economics), 1949. 9". Pp. 65. 
Is. fid. 

[To be reviewed.] 

Survey of Holiday Accommodation in Great Britain. London : 
British Tourist and Holidays Board, 1949. 9}". Pp. 57. 5s. 

[A report drawn up for the Ministry of Town and Country Planning by a 
special Home Holidays Committees. It breaks up the country into a series of 
regions and attempts, taking account of present trends in the demand for ac- 
commodation, to compare estimates of demand with estimates of available 
supplies of accommodation, and thus deduce a present and prospective future 
deficit of accommodation to be met by new building. The statistical adventure 
is, it need scarcely be said, extremely perilous, but it may possibly, if the margins 
of error are appreciated, give some indication of the orders of magnitude.] 

Trustees Savings Banks Year Book. Fakenham : Wyman 
(Trustee Savings Banks Association), 1949. 7". Pp. 144. 

[In addition to the customary records of branches and of area and local 
officers, there are useful tables of statistics of savings. During 1948 the total 
funds of the Trustee Savings Banks rose from approximately £832 million to 
approximately £900 million.] 
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Whillans (G.). Whillans’s Tax Tables 1949-50. London : 
Butterworth, 1949. 9|". 35. 6 d. 

[A cardboard folder of tax tables.] 

Yeabsley (R. E.). Management’s Requirements of the Account- 
ing System. London : British Institute of Management 1949. 9i". 
Pp. 27. 25. 6d. 

[A paper by Mr, R. E. Yeabsley, Accountant advisor to the Board of Trade, 
which emphasises that the main requirement from the accounting system is 
service : financial control is but one of the techniques employed in carrying 
out the functions of management. But it must be so organised as to provide all 
concerned with the necessary information, with clarity, certainty and brevity. 
The pamphlet contains also a record of tho discussion of the paper at the Institute.] 


American } 

Browne (H. J.). The Catholic Church and the Knights of Labor. 
Washington D.C. : Catholic University of America Press, 1949. 9". 
Pp. xvi + 415. 

[A Ph.D. Thesis of the Catholic University of America.] 

Carskadon (T. R.) and Modley (R.). U.S.A. Measure of a Nation. 
New York : Macmillan Company, 1949. 11". Pp. 101. 

[This attractive book is described as “ a graphic representation of America’s 
needs and resources.” It is a fine example of American ingenuity in presenting 
inherently difficult ideas in the form in which they can be readily assimilated. 
The developments of the past century are set out for all to see, and for many to 
envy : the halving of working hours ; the twenty -fold increase of the national 
income ; the four-fold growth of population, and the shares of immigration and 
national increase in it; the changing pattern of expenditure. There are many 
figures here that are of great interest as a basis of comparison : the estimated 
expenditure of $8 billion on medical servicos and billion on education in 
1950, both expected to increase considerably in the next decade. But to a 
European by far the most impressive picture shows the changes in the composition 
of exports and imports since 1821 : the huge decline of manufactured imports, 
from nearly 60% of the whole to about 15% ; the growth of imports of materials, 
the decline of material exports and the vast growth of manufactured exports. 
The problems of Europe were never more simply set out.] 

The Drive for a Controlled Economy via Pale Pink Pills. Washing- 
ton D.C. : Chamber of Commerce of the United States, 1949. 9". Pp. 
23. 25 cents. 

[The matter under discussion, which is not wholly apparent from the title, is 
the Spence Bill which embodies proposals for legislation to implement the 
President’s control programme. The title of tho Bill describes its objectives : 
“ It is the purpose of this Act to utilise the powers and resources of the Federal 
Government to assist in overcoming certain adverse conditions. . . . These 
adverse conditions are : (1) critical shortages and maldistribution of some 

essential materials and facilities and inadequacies of some productive facilities; 
(2) pronounced and continued increases in some price levels or in the prices of 
some vital commodities, which create unbalances. ...” The pamphlet argues 
that suoh corrective measures are wholly unnecessary.] 

Dunlop (J. T.). Collective Bargaining, principles and cases. 
Chicago : Richard Irwin, 1949. 9". Pp. xi + 433. $5.00. 

[To be reviewed.] 

Edwards (C. D.). Maintaining Competition. Requisites of a 
Governmental Policy. New York and London : McGraw-Hill, 1949. 
9". Pp.xi + 337. 22s. 6d. 

[To be reviewed.] 


1 See postscript on prices, p. 670. 
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Elchibegoff (I. M.). United States International Timber Trade 
in the Pacific Area. Stanford University Press (London : Geoffrey 
Cumberlege), 1949. 10". Pp. xvii + 302. $7.50. 

[To be reviewed.] 

Fabricant (S.). The Rising Trend of Government Employment. 
Occasional Paper 29. New York : National Bureau of Economic 
Research, 1949. 9". Pp. 30. 

[In 1900 one out of 24 workers was on a government payroll; in 1920 one 
out of 15 ; in 1940, one out of 11 ; in 1948 one out of 8 or 9. Over the period of 
nearly half a century, the proportion of all government workers who are engaged 
in education has fallen greatly ; the greatest relative increases are in the Armed 
Forces and in federal civilian employment. Within the latter category it 
would appear that 44 welfare ” has multiplied very greatly. Dr. Fabricant would 
not ascribe tho increases wholly, or even predominantly, to the New Deal. While 
it stimulated a number of activities, the upward trend originated in earlier 
decades.] 

Fuller (D. R.). Government Financing of Private Enterprise. 
Stanford University Press (London : Geoffrey Cumberlege), 1949. 
9". Pp. 206. 165. 

[The author appraises the war-time and peace-time experiments of using 
government financing to fill gaps in private financing. In particular, he analyses 
the work of the Reconstruction Finance Corporation.] 

Harper (F. A.). Liberty, a path to its Recovery. Irvington-on- 
Hudson, New York : Foundation for Economic Education, 1949. 
9". Pp. 159. Cloth $1.50; paper $1.0. 

[This pamphlet argues that 44 a high level of economic liberty is a requisite to 
all other liberties.” “Economic liberty is absent to whatever extent a person 
is prohibited from using his talents and his property to produce and sell (or 
exchange) anything he desires, at whatever price is agreeable to him and the 
buyer.” In effect, the index of liberty, or rather of its lack, is the proportion 
of the national income taken by the government of any country, and the fact that 
29 cents in every dollar goes to the government measures the Uni tod States 
decline from liberty. The guiding rule should be that grants of special privilege 
to any person or group should be denied. But 4 4 after liberty has been lost beyond 
a certain point, its recovery is difficult by peaceful means.” The first task is to 
understand the problem, for 44 the lover of liberty will find ways to bo free.”] 

Harris (Seymour E.), (Ed.). Foreign Economic Policy for the 
United States. Cambridge, Mass. : Harvard University Press (London : 
Geoffrey Cumberlege), 1948. 9". Pp. xiii + 490. 325. Gc£. 

[To be reviewod.] 

The Hidden Payroll. Non-Wage Labor Costs of Doing Business. 
Washington, D.C. : Chamber of Commerce of tho United States of 
America, 1949. 11". Pp. 32. 50 cents. 

[A study of the problems of tho non -wage payments which now enter into 
business costs : social security payments, pensions contributions, holiday pay, 
profit-sharing payments and the like. It is argued that these are not included in 
wage statistics and that the hourly wage rate no longer truly reflects charges 
in wage-costs.] 

McCleary (D. L.). Parish Accounting. An analysis of Catholic 
Parish financial reports and accounting systems and two suggested 
systems. Washington, D.C. : Catholic University of America Press, 
1948. 9". Pp. xii + 173. 

[A Ph.D. Thesis of the Catholic University of America.] 

Mills (F. C.) and Long (C. D.). The Statistical Agencies of the 
Federal Government. New York : National Bureau of Economic 
Research, 1949. 9". Pp. xiv 4* 201. $2.00. 

[This is a report prepared by Dr. Frederick Mills and Dr. Clarence Long, 
both of the staff of the National Buroau of Economic Research at the request of 
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Mr. Herbert Hoover, as Chairman of the Commission on the Executive Branch 
of the Government. It surveys the whole organisation, personnel and operation 
of the federal statistical system, and makes detailed recommendations for the 
improvement both of the organisation and of the presentation and publication 
of the statistics themselves. The scale of federal statistical work is best illustrated 
by the fact that the total personnel so employed, outside the military departments, 
was 10,385 at Juno 1948.] 

Moulton (H. G.). Controlling Factors in Economic Development. 
Washington D.C. : Brookings Institution, 1949. 8". Pp. xii + 397. 
$4.00. 

[To be reviewed.] 

National Planning Association. Planning Pamphlet No. 68. 
A New American Policy in China. By L. Gulick. Washington D.C. : 
National Planning Association, 1949. 7£". Pp. vi -)- 35. 50 cents. 

[This pamphlet, after careful examination of the problem, concludes that 
“ there can bo no really satisfactory line of action for the immediate future. 
We [t.e., the U.S.A.] must watch and wait. But in so doing, we must be natural, 
human and friendly, and ready to act promptly. Wo have a vital interest in the 
open door, because wo know the danger to freedom of an iron curtain. On the 
whole it is wiser to anticipate and safe to assume that Chinese communism 
will become more Chinese and less Russian as China settles down, and discovers that 
China is fully as concerned as wo in the containment of Russian imperialism in 
Asia. In fact the true national interests of China and ourselves are parallel rather 
than antithetical.”] 

Ratcliff (R. U.). Urban Land Economics. New York and 
London : McGraw-Hill, 1949. 9". Pp. xii + 533. 33s. 

[To be reviewed.] 

Readings in the Theory of International Trade. Philadelphia : 
Blakiston Company, 1949. 8£". Pp. xvii + 637. 28$. 6 d. 

[To bo reviewed.] 

A Report on Taxation. Louisville : Committee for Kentucky, 
1949. 9". Pp. 31. 

[A diagrammatic comparison of the levels of taxation in Kentucky and in the 
total of other States of America.] 

Sbarounis (A. J.). Two Reconstructions of Greece. New York : 
“ National Herald ” 1949. 10". Pp. 31 . 

[An account, by the former Greek Under-Secretary of Finance, of the pros- 
perous Greater Groece of 1920, the difficulties of the period following the Asia 
Minor disaster, the sacrifices mode on tlie first world war, the reconstruction of the 
twenties and thirties, and then the further tribulations of the second war and the 
attempts that are now being made once more to restore the Greek economy. 
The pamphlet touches on each of these episodes very briefly. In some few 
cases the general discussion is supported by statistics, but mostly the matter is 
addressed to a general Greek -reading public for whom the articles here collected 
and translated were first written and published in the National Herald.] 

Scheps (C.). Accounting for Colleges and Universities. Louisiana 
State University Press, 1949. 9". Pp. xix + 385. $6.50. 

[This volume sets out, with specimen forms, a complete system of accounting 
for a university or college. Anyone who, without encumbrance from existing 
statutory requirements, may be free to set up a now accounting system would 
do well to study it. Certainly to a layman the accounts of Blank College seem 
at first glance a model of lucidity. But thinking of the complicated accounts 
which his own College and University inflict on him, he will probably want to 
ask questions about the administration of Blank College. Nowhere does any 
organisation smaller than Blank College appear to have an income of its own. 
Gone are all the familiar cross pajTnonts from one account to another account. 
Gone are all the minor trust funds, endowments and other sources of special 
inepme. Gone, apparently, are all the consequences of personal accounting 
responsibility for heads of departments. Can it be that the chart of College 
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organisation in Chapter 2, with its alternative plaoings of the Business Office 
under the governing Board and under the President, conceals a reality in which 
in Blank College the Business Office would in effect be over them all T] 

Somers (H. M.). Public Finance and National Income. Phila- 
delphia : Blakiston Company, 1949. 8J". Pp. xii + 540. 

[To be reviewed.] 

Swbrling (B. C.). International Control of Sugar, 1918-41. 
Stanford University Press (London : Geoffrey Cumberlege), 1949. 
9". Pp. viii + 69. 5s. 6d. 

[A most valuable small study of the economics of sugar production and the 
working of the International Agreements.] 

Waite (W. C.) and Cassady (R.). The Consumer and the Economic 
Order. New second edition. New York and London : McGraw-Hill, 
1949. 9". Pp. x + 440. 27 a. 

[A second edition of a book which was reviewed in the Economic Journal of 
December 1939 by Mr. H. Smith. The new edition follows the same general 
pattern as the older. A new chapter lias been added on retail-price control by 
legislative process. Apart from this, revisions have mainly taken the form of 
refining and making clearer the essential argument, with special stress on the 
importance of competition in protecting the consumer.] 

Wright (C. W.). Economic History of the United States. New 
second edition. New York and London : McGraw-Hill, 1949. 9". 
Pp.xxl + 941. 3 6s. 

[To be reviewed.] 


French. 

Les Caract&res contemporains du Salaire. Paris : Presses Univer- 
sitaires de France for the Institut de Science ficonomique Appliquee, 
1946. 9". . Pp. 160. 240 fr. 

[Having distinguished three elements in the determination of wages levels — 
(a) ** salaire de rendement ** or the relationship of wages to productivity, (6) 
“salaire social 1 * or additions to income made through social security schemes and 
so on, and (c) non-pecuniary elements such as conditions of work, etc. — the authors 
of this thoroughly readable monograph attempt to make an estimate of the 
relative importance of these elements in the French wages structure in the last 
thirty years. It is difficult to summarize the results, partly because the statistics 
provided refer to different industries and geographical regions and not to wages 
as a whole and partly because, as the authors discovered, the statistical sources 
available were not entirely reliable. The outstanding feature of the inter-war 
period was undoubtedly the growth in the relative importance of “ salaire social 11 
which rose from 5% of the “ salaire de rendement 11 in 1920 to more than 15% in 
1938. The book concludes with an isolated chapter devoted to a severe oriticiam 
of traditional wages theory, but the evidence provided by the statistical investiga- 
tion is not cited by the prosecution.] 

Dieterlen (P.). Au-del& du Capitalism©. Paris : Presses Univer- 
sitaireB de France, 1946. 9". Pp. 456. 500 fr. 

[The first 300 pages of this book cover a wide range of topios around and about 
the theory of capital. A great deal of the famous literature of capital theory is 
quoted, but it is difficult to discover what precisely M. Dieterlen’s sources of 
dissatisfaction with capital theory are or what conclusions he wishes to sub- 
stantiate. The exposition is hindered rather than helped by the most astonishing 
array of literaiy quotations. One might expect an apposite quotation or two 
from Pascal, Montaigne and Anatole Franoe, but one-word quotations from 
Goethe*s Dichtung und Wahrheit and Variants V Art Poidque spoil "the effect 
of this essentially literary approach to the subject. The remainder of the book, 
however, entitled “The Transformation of Capitalism puts forward an adequate 
discussion of contemporary problems of the evolution of capitalist society.] 
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FoURASTiis (J.). Esquisse d’une theorie generate de revolution 
economique contemporaine. Paris : Presses Universitaires do France, 
1947. 8". Pp. 31. 40 fr. 

[This small pamphlet is of unusual interest. M. Fourasti6 in a 3-page critique 
of economic methodology pleads for a new attempt to found a general theory of 
economics. In his opinion the Keynesian system neglects a number of important 
variables, particularity technical progress, and what variables it accounts for are 
mostly of a non-measurablO character. “ But,” M. Fourastid argues, “ instead 
of saying like Keynes that ‘ such a variable is a function of n independent 
variables * we say that this variable a: is a function of an indeterminate number of 
variables dependent or otherwise. I voluntarily isolate n of these variables 

y, z t and evaluate at k% the chancos that exist that the others (some 

of which are totally unknown to mo) remain constant or will not affect x during a 
given period t This formulation of laws of probability implies that the 
sole basis of scientific reasoning in economics is statistical verification. M. 
Four astir’s own 28-page summary of his theory of economic evolution is based 
on the Colin Clark hypothesis concerning the shift from primary to secondary 
and tertiary production as an indicator of economic progress. His outline of 
four basic theorios which explain economic evolution and ten derived theories is 
the merest sketch, but there is much to be said for the author’s view that rather 
than write an elaborate treatise he prefers to sketch in outline his main thesis so 
that hie fellow-economists can more readily exploit its weaknesses. Thero is a 
disarming modesty in M. Fourasti6’s appeal to specialists to correct and criticize 
“ les nombreuses imperfections de cetto esquisse.” It is hoped that thoro is an 
adequate response to M. Fourasti6*9 request for thore is much in this pamphlet 
that is stimulating as well as controversial.] 

Salaire et Rendement. Paris : Presses Universitaires de France 
for the Institut de Science Economique Appliquee, 1947. 9". Pp. 
232. 300 fr. 

[This is a companion volume to Lea Carcuiteres Contemporaina du Salaire 
reviewed above. An attempt is made to analyse the extent of the influence of 
economic incentives on output and then to examine other influences. There are 
two features of the work : (a) a detailed graphical exposition of the various 
technical forms of wage-payment such as the Halsey, Taylor, Rowan and Bedeaux 
systems, and ( b ) the emphasis upon ** group ” influences on incentives within the 
social and political milieu. It is concluded that in general the reconciliation of 
economic and other incentives is brought about by the use of a w’ago-systorn which 
does not try to measure exactly output in terms of effort, but which ” donno a 
Fhomme uno assez grande liberty d’esprit pour so consacror & son travail on y 
puisant des satisfactions profondes.”] 

Siegfried (A.). Afrique du Sud. Paris : Armand Colin, 1949. 
7J". Pp. 158. 210 fr. 

[To be reviewed.] 

Vince (A.). La Doctrine Americaine de la Porte Ouverte en Chine 
et son Application dans la Politique Internationale. Besan^on : 
Imprimerie Jacques et Demontrond, 1946. 9|". Pp. 148. 

[A short historical account of American relations with the Great Powers in 
China from the Munroe Doctrine to the First World War including a documentary 
appendix.] 

German. 

Fischer-Wollpert (H.). Indien und Pakistan. Oberursel : 
Europa-Archiv, 1948. 8$". Pp. 102. 

[A short aocount of the events which led up to the independence of India 
and Pakistan and of the problems which remain to be solved — the position of tho 
States, the special problems of Hyderabad and Kashmir, the position of India 
and Pakistan in relation to the Commonwealth.] 

StepIpat (F.). Iran zwischen den Grossmachten 1941-1948. Eine 
historisch-politische Studie. Oberursel : Europa-Archiv, 1948. 8". 
Pfc. 79. 

[A short and well-documented acoount of the political and economic develop- 
ments of the last few years in Iran.] 
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Wbbbr (A.). Marktwirtschaft und So wj et wir tschaffc. Munich : 
Richard Pflaum, 1949. 9". Pp. xvi + 471. DM 14. 

[To be reviewed.] 


Austrian. 

Maybe (H.) (Ed.). Hundert Jahre osterreichischer Wirtschaftsent- 
wicklung, 1848-1948. Vienna : Springer, 1949. 10". Pp. xiii + 
714. 112.00. 

[To be reviewed.] 


Swiss. 

Russknbebgkr (H.). Die Auswkungen dor Industrialisierung 
von Agrarlandem auf Industrie-Exportstaaten. St. Gallon : Fehr’sche 
Buchandlung, 1949. 8". Pp.206. S.fr.12. 

[Reviewed in this issue.] 

Italian. 

Einaudi (L.). Lezioni di politica sociale. Turin : Einaudi, 1949. 
10". Pp. xviii -f 252. 

[To be reviewed.] 

Giitsti (U.). Aspetti geografici o sociali delle elezioni politiche 
italiane del 18 aprile 1948. Rome : Society italiana di Demografia e 
Statistica, 1949. 10". Pp. 68. 450 1. 

[This detailed analysis of the 1948 election in Italy correlates voting with 
various economic indices, such as proportion of population engaged in agriculture. 
It includes a map showing the geographical distribution of the party strengths.] 

Pietri-Tonelli (A. De). Un sistema di logodiagrammi tipici. 
Padua : Cedam, 1949. 10". Pp. 73. 600 1. 

Pigou (A. C.). II Reddito nazionale. Translated by Andrea 
Damiano. Milan : L’industria, 1949. 9|". Pp. 103. 600 1. 

[A translation of Prof. Pigou *s familiar text-book, Income.] 

Tagliacarne (G.). Demografia dell India. Studio di demografia 
comparata. Rome : Society italiana di Demografia e Statistica, 1949. 
9£". Pp. 58. 3501. 

[A careful and scholarly demographic study of the population of India, its 
geographical distribution and urbanisation, the age distribution, the birth and 
death rates and the effects of changes of these on the rate of growth. At many 
points the author compares Indian and Italian figures. It is made abundantly 
clear that the net rate of growth is the resultant of very high birth rates and very 
high death rates — the latter often two to three times as high as those of Italy at 
comparable ages. The progress of medicine is reflected in death rates which are 
falling more rapidly than birth rates ; the latter have remained almost constant. 
In decades of normal health and conditions there is very rapid increase. In 
decades in which some major famine or pestilence has hit India, population has 
stood still. It grew 15% between 1931 and 1941; only 1*2% between 1911 and 
1921. The devil of Maltnus, the author says in conclusion, is here a reality.] 


Danish. 

Zeuthen (F.). Social Sikring. Socialpolitik. Vol. II. Copen* 
hagen : Arnold Busok, 1948. 10". Pp. xiv + 284. Paper Kr. 14.00. 
Bound Kr. 17.60. 

[To be reviewed.] 
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Norwegian. 

Wold (K. 6.)- Levestandardens 0konomi. Oslo : Johan Grundt 
Tanum, 1949. 9". Pp. 254. 

[To be reviewed.] 

Czech. 

Czechoslovakia’s New Labour Policy. Prague : Orbis, 1949. 8". 
Pp. 121. 

[A booklet, prepared for the delegates to the 32nd Session of the I.L.O., 
which describes what Czecho-Slovakia has done to give effect to the various conven- 
tions and resolutions of earlier Sessions. It contains a large volume of useful 
statistical and descriptive information about social conditions in Czecho-Slovakia.] 


Egyptian . 

National Bank of Egypt 1898-1948. Cairo, 1949. 10|". Pp. 

155. Privately circulated. 

fA history of the National Bank of Egypt prepared in honour of its fiftieth 
anniversary.] 


Official. 

British. 

Hancock (W. K.) and Gowning (M. M.). History of the Second 
World War. British War Economy. London : H.M. Stationery 
Office, 1949. 9£". Pp. xvii -f 583. 21 s. 

[To be reviewed.] 

Ministry of Industry and Supply. Directorate of Industrial 
Statistics. Monthly Statistics of the Production of Selected Industries 
of India. January to March 1949. Simla : Manager Government of 
India Press, 1949. 9£". Pp. 8. 

[The first of a new series of monthly abstracts of production statistics covering 
twenty-six main industries. Figures are given for installed capacity, poak 
production (with an indication of its date), annual production in 1947 and 1948. 
and production for the first quarter of 1949. For each of the recent periods the 
ratio of production to capacity is also calculated.] 

Private and Public Investment in Canada. Mid-year Survey, 
1949. Ottawa: Department of Trade and Commerce, 1949. 14''. 

Pp. 27. 

[This is a sequel to the January appraisals of capital expenditures in 1949, 
published as Private and Public Investment in Canada , Outlook 1949 and noted in 
the Economic Journal for September 1949.] 

Studies in Official Statistics, No. 1. The Interim Index of In- 
dustrial Production. London : H.M. Stationery Office, 1949. 81". 
Pp. 52. Is. 

[This booklet, first in the series of “ Studies in Official Statistics,” describes 
the compilation of this Index of Production by the Central Statistical Office. 
The aim of the Index is 44 to provide a general measure of changes in the volume 
of home-produoed output resulting from current economic activity ” in the U.K. 
Part I, which occupies three* quarters of the booklet, describes in detail how this 
is achieved in the monthly index from 1946. The Index is built up from some 
400 production series, corresponding roughly with the industrial groups of the 
44 Standard Industrial Classification.” The extent of this correspondence is 
indicated on p. 11, and the indirect representation of certain industries (described 
on p. 14 ) shows how little information is yet available about production in some 
important fields. Part II gives similar details of the series used and their relative 
weights, for the comparison between 1946 and pre-war (1936-38) Appendices 
deal with : (i) the technical formula? — a useful survey of the formula* for a quantity 
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index ; (ii) the methods adopted in the Index of Building and Contracting to 
measure important variations in work done that are not reflected in changes in the 
number of houses completed ; (iii) a similar, though much less detailed description 
of the Index of Shipbuilding and Shiprepairing; (iv) a list of the series used and 
their relative weights. The month-to-month movements of this official Index 
of Production cannot properly be understood without reference to this booklet, 
which reveals its weaknesses as well as its general strength. There is yet further 
evidence here of the methods and difficulties of compiling any index number of 
physical output.] 

Union op South Africa. Eleventh Annual Report of the Registrar 
of Building Societies for the Period ended 31st December, 1948. 
Pretoria : Government Printer, 1949. 13". Pp. 45. 7 s. 6d. 

[A full and detailed survey of the position and assets of Building Societies in 
South Africa during 1948 with monthly statistics covering in many cases the whole 
period since the beginning of 1945.] 


Czech. 

Simaoek (R.). Czechoslovak Economy in a Nutshell. Prague : 
Press Department of the Czechoslovak Ministry of Foreign Trade, 
1948. 8". Pp. 92. 

[After a brief general survey, infonnation is provided about particular in- 
dustries. In most cases it includes an indication of output in recent years, the 
planned target figures for current output, a list of the national enterprises and 
the address of the control organisation of tlio industry.] 

Polish. 

Statistical Y ear Book of Poland 1948. Warsaw : Central Statistical 
Office, 1949. 8". Pp. xvi + 254. 400 zlotys. 

[A volume in English of statistical material relating to Poland which covors 
in most cases the period ending in December 1947. It begins with estimates 
of the national income for 1947. This is followed by a summary of the main 
indicators of Poland’s economic development, with monthly data for 1947 and 
the first quarter of 1948. Comparable figures are given for 1938, but it is not 
clear to what area they refer; presumably to the old area of pre-war Poland. 
One interesting figure included is the percentage of arable land that was sown 
in each post-war year in the territory acquired after the War. In 1946 it was 
no more than 38% of all the arable land. By 1948 it had risen to 75%, as com- 
pared with about 87% for Poland proper.] 

International. 

Bank for International Settlements. Nineteenth Annual Report. 
1st April 1948-3 1st March 1949. Basle : Bank for International 
Settlements, 1949. 11$". Pp. 258. 

[Reviewed in this issue.] 

The Facts about Refugees. Geneva and London : International 
Refugee Organization, 1948. 8". Pp. 24. 

[A dear and simple account of the present position of the post-war refugee 
problem. At the time of writing (about mid- 1948) the total of refuges receiving 
care and maintenance was just under 600,000. Slightly over 500,000 of these 
were in Germany. About a quarter of the total were jews. About two thirds 
l>elonged by origin to Poland and the Baltic Countries. The first and foremost 
task is repatriation, but I.R.O. may not force repatriation. Resettlement is a 
much Blower and more difficult task, largely because countries wish to take the 
young alone and I.R.O. has a duty to resettle whole families. Of 260,000 refugees 
resettled or repatriated in the previous year, the United Kingdom has taken more 
than any other single country, and more than a quarter of the whole. The 
skilled workers and agricultural workers are on the whole easiest to settle. The 
hardest are the most skilled of ail — the specialists with skills— such as that of the 
lawyer — which cannot be transplanted from country to country or language to 
language without complete retraining.] 
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International Monetary Fond. Balance of Payments Year- 
book. 1938. 1946. 1947. Washington D.C. : International Mone- 
tary Fund, 1949. 11". Pp. 383. Cloth $5.00, paper $4.00. 

[This volume is the first of a series in which the I.M.F. will make available 
balanoe payments information which it has gathered for operating purposes. 
It is, in effect, the successor of the series of atmual reports on the Balanco of 
Payments published before the War by the League of Nations, and follows them 
closely in format and appearance. It has, however, the added advantage of being 
based on standard schedules used for reporting balance of payments data to tho 
Fund. The most interesting addition is an attempt to provide summary tables 
showing the balance between sections, larger sections and countries. In collabora- 
tion with E.C.E. the Fund has prepared estimates of the balances of Europe as a 
whole with the principal trading areas of the world. Somewhat similar estimates 
have been made by the Fund at the request of the Economic Commission for Latin 
America of the transactions between Latin America and the rest of the world. 
It is immensely to be hoped that the statisticians of the Fund will have the 
energy, the resources and (what is most necessary) the moral courage to take the 
next step forward and attempt a total matrix for the whole world. This will 
not only reveal relationships of great significance and importance ; it will also 
enable us for the first time to test the mutual consistency of the various individual 
countries’ estimates.] 

International Labour Office. Third Report of the International 
Labour Organisation to the United Nations. Geneva and London : 
International Labour Office, 1949. 9J". Pp. iv + 192. 5s. 

[A summary of the activities of the International Labour Organisation sub- 
mitted to the United Nations. It covers the period April 1948, to February 1949.] 

Year Book of Labour Statistics, 1947-48. Tenth Issue. Geneva 
and London : International Labour Office, 1949. 12". Pp. xv + 
303. 155. 

[This tenth issue of the Year book of Labour Statistics summarises the principal 
labour statistics of some sixty countries. It includes new tables of social 
security and has adopted a new industrial classification. But it emphasises that 
its practice in this is limited by that of the individual countries, and, in default 
of an internationally agreed classification; it can do no more than attempt a 
uniform order and such general headings as are common to all.] 

United Nations. 

Economic Survey of Asia and tho Far East 1948. Lake Success : 
United Nations (H.M. Stationery Office), 1949. 9”. Pp. xviii -}- 289. 
10a. 

[Reviewed in this issue.] 

Facts about U.N.I.C.E.F. New York : United Nations Inter- 
national Children’s Emergency Fund, 1949. 10£". Pp. 25. 

[The United Nations International Children’s Emergency Fund, in its second 
year of operation, has four main tasks : to provide a daily supplementary meal, 
or other forms of aid, for Borne 4 million children and mothers in twelve of the 
poorer European countries, most of them in Eastern and South-Eastern Europe ; 
similar aid in Palestine ; to expand its work in China, India, the Philippines and 
Japan; to open out a new field of work in Latin America.] 

Guide to the United Nations Charter. Second edition. Lake Success : 
United Nations, 1948. 9". Pp. 57. 50 cents. 

[A popular and illustrated account of the genesis of the Charter, through the 
various stages— St. James’s Palace, the Atlantic Charter, the United Nations 
Declaration, Moscow and Teheran, Dumbarton Oaks, San Francisco. This is 
followed by a simple explanation of the Charter, the organs of the United Nations, 
their procedure, and the various subsidiary organisations.] 

Inflationary and Deflationary Tendencies, 1946-1948. Lake 
Success : United Nations, 1949. 9". Pp. 52. 2*. 

[This report argues that, while in 1948 inflationary conditions were still pre- 
valent in a large part of the world, the pressures were much less than in previous 
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years. The increased supply of food due to the good harvests of 1948 are, 
moreover, a powerful anti* infiat ionary force that will principally affect 1949.] 

Technical Assistance for Economic Development. Lake Success : 
United Nations (London : H.M. Stationery Office), 1949. 9". Pp. 
viii + 328. 12*. 6d. 

[This report was prepared by a working party of experts to give effect to a 
resolution of the Economic and Social Council calling for a comprehensive and 
co-operative plan of technical assistance for economic development. Its first 
part sets out the objectives and nature of the programme and the problems of 
organisation and finance. The second part gives the detailed proposals of the 
United Nations and of each of its associated agencies.] 

United Nations Economic and Social Council. Economic 
Development of Underdeveloped Countries. Lake Success : United 
Nations, 1949. 13". Pp. 34 and appendices. 

[A roneo-ed report prepared for the Economic and Social Council.] 

What the United Nations is doing. Economic Commission for Asia 
and the. Far East. 1949. Pp. 19. World War on Tuberculosis. 

1948. Pp. 17. Lake Success : United Nations. 1\". 15 cents. 

[The first of these pamphlets is a short popular account of the work of 
E.C.A.F.E., and the second an illustrated account of the International Tuber- 
culosis Campaign and the use of B.C.G. vaccine to prevent tuberculosis.] 

World Economic Report 1948. Lake Success : United Nation*, 
Department of Economic Affairs (London : H.M. Stationery Office), 

1949. 11". Pp.xix + 300. 15*. 

[Reviewed in this issue.] 


Postscript on Prices. 

The English prices of foreign books given in this book-list are those announced 
before devaluation. It should not be assumed that they now remain in all cases 
at the figures given above. 
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